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OPENING STATEMENT OF SENATOR WAYNE ALLARD

Senator ALLARD. The Legislative Subcommittee on Appropria-
tions will come to order. We meet today to take testimony from the
Librarian of Congress and the Comptroller General on the fiscal
year 2006 budget request for the Library of Congress and the Gov-
ernment Accountability Office (GAO). We will also receive testi-
mony for the record on the Open World Leadership Program.

I welcome our witnesses this morning. We will hear from Dr.
James Billington, the Librarian, who is accompanied by General
Donald Scott, the Deputy. We will hear from Dan Mulhollan, Direc-
tor of the Congressional Research Service, Mary Beth Peters, Reg-
ister of Copyrights, and many others.

The Library will be followed by Mr. David Walker, Comptroller
General, who is accompanied by Gene Dodaro, GAO’s Chief Oper-
ating Officer; Sallyann Harper, the Chief Administrative Officer;
and Stan Czerwinski, the Controller.

The Library is requesting a budget of $628 million, 7 percent
above the fiscal year 2005 level. The amount requested would sup-
port 4,365 employees and would accommodate all anticipated pay
and price level increases, as well as continue some ongoing
projects, such as the copyright reengineering effort and the comple-
tion of the National Audiovisual Conservation Center.

While the areas for which the Library has requested additional
resources are important, it will be very difficult for this sub-
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committee to approve large increases since it is very unlikely the
overall level of discretionary spending will even keep up with the
rate of inflation.

Following the Library, we will hear from Mr. Walker on the Gov-
ernment Accountability Office’s budget request, which totals $493.5
million over the current year, an increase of 4 percent. GAQO’s re-
quest is one of the more conservative ones we have seen in the leg-
islative branch this year and we appreciate the fact that you have
attempted to restrain programmatic increases.

The budget would provide for 3,215 staff and would accommodate
normal pay and inflation-related increases. GAO has been involved
in a number of legislative branch assignments over the past few
years, helping to oversee the Capitol Visitor Center construction
project, making recommendations on management improvements
within the Architect of the Capitol, and tracking Capitol Police ad-
ministrative reforms to name a few. We appreciate these efforts
and believe they are resulting in improvements to legislative
branch operations.

One of my interests will be to continue and even accelerate ef-
forts to hold legislative branch agencies to the highest standards of
performance and accountability.

Finally, I would like to take this opportunity to recognize Stan
Czerwinski, GAQO’s Controller. I was fortunate enough to work with
Stan in his previous capacity as a managing director overseeing
housing matters and I also found his insight helpful. I am looking
forward to the opportunity of working with him once again as the
legislative branch chairman. However, I understand that Stan will
be going back to program work. While this is unfortunate for our
work on this subcommittee, I look forward to regaining his exper-
tise on program matters.

Stan, thank you for your outstanding service as Controller.

I would ask the witnesses to stick with the 5-minute rule. Go
ahead and make your presentations so we will have plenty of time
to get into questions and ask you questions that I may have or any
member here of the subcommittee may have.

So we will start this morning with Dr. Billington with the Li-
brary of Congress.

OPENING STATEMENT OF THE LIBRARIAN

Dr. BILLINGTON. Thank you, Mr. Chairman. It is a pleasure and
an honor to come before you today and first of all to thank the Con-
gress for being for more than two centuries the greatest single pa-
tron of a library in the history in the world. The Library that Con-
gress has created is the world’s largest collection of human knowl-
edgti":fand the principal source of research support for the Congress
itself.

You know that the Library receives books and other works sub-
mitted for copyright registration to the Copyright Office, thus pre-
serving the immense ongoing record of American creativity. We
also collect and preserve materials in 486 languages from abroad,
thus adding to the wide scope of knowledge available to our citi-
zens. The ways in which we perform these vital services are chang-
ing rapidly in response to digital technologies, which are also gen-
erating new kinds of resources. We collect films and recordings in
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addition to books, journals, manuscripts, maps; we must now col-
lect digital audiovisual resources, digital documents, electronic
databases, and even web sites.

In 2004 our unique universal collection of 130 million items
added 2.6 million new books and other artifacts and our richly
stocked web site attracted more than 3.3 billion electronic hits. We
are also leading a national program to archive materials that are
unique, important, and dependable from the flood of digital mate-
rial on the Internet, and we are moving our national service to the
blind and physically handicapped into digital formats. We are now
in fact in the advanced stages of converting almost all our proc-
esses from manual to digital and into electronic formats. At no
other time has technology so directly affected how the Library per-
forms its work.

Beyond mandatory pay raises and unavoidable price increases,
our request includes additional funds for the National Audiovisual
Conservation Center, for copyright reengineering, for storage mod-
ules at Fort Meade, and for direct service to the Congress, a one-
time adjustment to the Congressional Research Service’s budget to
sustain its staff capacity, and an adjustment to the CRS acquisition
base, and funds to make accessible law library materials that are
important for the Congress.

NAVCC—CULPEPER

An unprecedentedly generous private donation from the Packard
Humanities Institute is enabling us to create a facility that will
provide state-of-the-art preservation at Culpeper, Virginia, for all of
our massive and hitherto scattered audiovisual materials. We need
23 FTEs that will greatly increase production and meet the de-
mands of this complex technical system.

COPYRIGHT REENGINEERING

We are in the last year of the 7-year plan that Congress ap-
proved for copyright reengineering. We need one-time funds to keep
our technical team united for the completion of this project, support
for the move to an offsite location, and funding in the AOC budget
for reconstructing space in the James Madison Building.

FORT MEADE PROJECT

Congress has generously funded two modules at Fort Meade for
storage of books and journals to address the long-delayed preserva-
tion needs of 26 million unique and often priceless special format
materials. We request funds to begin building Modules 3 and 4.

These and other requests illustrate the ways in which the Li-
brary must continue to change if we are to maintain in the elec-
tronic age our vital historic role as the preeminent steward of the
world’s knowledge and of America’s creative heritage.

PREPARED STATEMENT

We are deeply grateful for what Congress has already created
and admirably sustained in this time of transition. The appropria-
tions we request for fiscal year 2006 will enable us to continue pro-
viding you with comprehensive nonpartisan research and will pro-
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vide future generations of your constituents with the wonderful
learning resources that digital technology is making possible. You
will be supporting more than just a great cultural repository. Ap-
pr_opcfiations for today’s Library will be investments in tomorrow’s
minds.

[The statement follows:]

PREPARED STATEMENT OF JAMES H. BILLINGTON

I appreciate the opportunity to appear before you today to discuss the past accom-
plishments and future goals of the Library of Congress in the context of our fiscal
year 2006 budget request. This Committee has always supported the Library’s pro-
grams and I ask for your help again in securing the investments we need to keep
the Library as useful to the Congress in the new millennium as we have been in
the nineteenth and twentieth centuries.

For 205 years, the Congress of the United States has sustained the Library of
Congress in its efforts to acquire, preserve, and make accessible the mint record of
American creativity and the world’s largest collection of human knowledge. We
share this knowledge with the Congress, principally through the Congressional Re-
search Service and the Law Library, and we protect the artistic and literary legacies
of our citizens through our Copyright Office. We also serve your constituencies
through our National Library for the Blind and Physically Handicapped, through
our cataloging and other services to your local libraries and by offering rich edu-
cational content to your teachers and students through our acclaimed Internet site.

THE LIBRARY TODAY

The Library of Congress contains more than 130 million items in more than 470
languages and in virtually every media. Every workday the Library adds more than
10,000 new items to its collections and provides numerous specialized services. In
fiscal year 2004, the Congressional Research Service performed exclusive public pol-
icy research and analysis for Congressional Members and Committees, covering
more than 200 active legislative issues, preparing and updating nearly 1,000 reports
and delivering nearly 900,000 responses to inquiries. Of particular note in fiscal
year 2004, CRS experts responded with immediate support on matters that sud-
denly were on the Congressional agenda, including a comprehensive interdiscipli-
nary response to the 9/11 Commission Report that involved 70 written products;
legal analysis related to the Abu Ghraib prison controversy; and an assessment of
implementation issues of the new Medicare prescription drug benefits. The Copy-
right Office administered the U.S. copyright laws and acquired copyrighted works
for the collections of the Library while registering more than 661,000 copyright
claims in the past year. The Books for the Blind and Physically Handicapped pro-
gram circulated more than 23 million books and magazines free of charge, to the
blind and disabled. The Library assisted the nation’s local libraries by cataloging
more than 300,000 books and serials, and providing the bibliographic records to li-
braries everywhere. Finally, the Library provided free internet access to more than
75 million records and recorded more than 3.3 billion hits on its website in fiscal
year 2004.

ACCOMPLISHMENTS

Throughout fiscal year 2004 and into fiscal year 2005, the Library continued to
reach important milestones. We moved forward with our massive film preservation
facility in Culpeper, Virginia, slated to open in the Fall of 2006. Phase 1 of the
project will be completed this year, allowing the initial transfer of the Motion Pic-
ture, Broadcasting, and Recorded Sound Division collections to Culpeper in August.
Years of planning for off-site storage of other collections at Fort Meade, Maryland
came to fruition when Module 1 opened in November 2002. This facility represented
the start of the Library’s program to use custom-built offsite facilities to relieve
overcrowding on Capitol Hill, and to ensure an excellent preservation environment.
During fiscal year 2004, 567,000 items were transferred to the facility, bringing the
total number of items transferred to Module 1 to 1.2 million. This module is now
completely full. Completion and commission of Module 2 is scheduled for Spring
2005.

Under the mandate of the Congress’s 2000 National Digital Information Infra-
structure and Preservation (NDIIPP) Act, we continue to build a strong nationwide
network of partners. We awarded nearly $14 million to eight partner institutions
who agreed to provide matching funds and to help collect and preserve a diverse
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range of important, at-risk digital material that could prove useful to current and
future generations of researchers, scholars and lifelong learners. NDIIPP also
partnered with the National Science Foundation to establish the first digital
archiving grants program that will fund cutting-edge research to support the long-
term management of digital information.

In fiscal year 2004, the Library added approximately 2.6 million new items to its
collections through all sources of acquisitions, including purchase, exchange, gift,
federal transfer, and copyright deposit. Through the Federal Library and Informa-
tion Network (FEDLINK), which makes available an array of print serials, books,
electronic publications and preservation services, the Library contracted with more
than 100 major vendors to provide services to approximately 1,200 Federal offices
participating in the program saving the offices an estimated $8.9 million in cost
avoidance benefits and more than $11 million in vendor volume discounts.

The Copyright Office exceeded its 90-day target for processing of claims. The Of-
fice now processes claims on an average of 80 days; this is a 60 percent improve-
ment since 2001. The Copyright Office also cut average recordation processing time
in half, reaching 33 days at the end of 2004, an 85 percent improvement since 2001.

The Library organized and sponsored, with the funds raised from the private sec-
tor, the third National Book Festival with 85,000 attendees—the most ambitious
National Book Festival to date. Through other fund raising activities this past year,
the Library received a total of $11 million, representing 828 gifts from 713 donors.
The Library awarded the first John W. Kluge Prize for Lifetime Achievement in the
Human Sciences in fiscal year 2004. The $1 million prize—made possible by an en-
dowment established by the Madison Council Chairman John W. Kluge—is given
for lifetime achievement in the humanities and social sciences, areas of scholarship
for which there are no Nobel Prizes. Finally, for the ninth consecutive year, the Li-
brary received an unqualified “clean” opinion on its fiscal year 2004 consolidated fi-
nancial statements.

BUILDING A 21ST CENTURY LIBRARY

Shifting media formats, the greatly increased flood of important material avail-
able only in perishable digital form, and increasingly complex data rights issues—
have combined to create immense new challenges for the Library. At no other time
has the emergence of technology so directly affected how the Library acquires, cata-
logs, preserves, serves and secures its vast collections and holdings.

In order for the Library to continue fulfilling its historic mission, we must em-
brace the rapidly unfolding technology revolution, build and maintain an internal
infrastructure and recruit, educate, and train a new staff of knowledge navigators
able to sort out, prioritize, and help mediate to Congress and the Nation what is
worth saving from the increasingly unfiltered information online.

LIBRARY’S FISCAL YEAR 2006 PLAN

In preparing the fiscal year 2006 budget, the Library considered the areas that
will be most changed by the transition from a largely print-on-paper collections to
a hybrid collection that incorporates great numbers of digital materials. As we
shape the Library of the future, we recognize the need to concentrate on three
areas: technology, acquisition, and preservation. Specifically:

Technology

Develop an infrastructure to support the digital library.

Build a stronger connection between the Library and the wider library community
to create a national digital library to make widely useful material locally available
through the Internet, even if not always physically housed at the Library of Con-
gress.

Redefine the Library’s leadership role in describing and organizing information—
adjusting cataloging methods and setting standards for the digital environment.

Preservation

Preserve at-risk “born digital” materials and work in partnership with educational
and corporate partners to keep such materials available for subsequent generations.
Acquisition

Reconceptualize our special collections development policies to include the cre-

ations of writers, artists, cartographers, photographers, and musicians that are
available only online (or born digital).
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FISCAL YEAR 2006 BUDGET REQUEST

Our fiscal year 2006 budget represents in many ways, a transition to closure on
several multi-year projects that are essential for building a 21st century library.

The Library is requesting a total budget of $628 million for fiscal year 2006. This
includes $591 million in net appropriations and $37 million in authority to use re-
ceipts, a net increase of $43 million or 7 percent above the fiscal year 2005 level.
This total includes $24.3 million for mandatory pay and price level increases needed
to maintain current services and to prevent a reduction in staff, which would se-
verely impact the Library’s ability to manage its diverse and complex programs.

The requested funding will support 4,365 full-time equivalent (FTEs), a net in-
crease of 74 FTEs above the fiscal year 2005 level of 4,291, but still 355 FTEs short
of the fiscal year 1992 total—despite the fact that we are doing far more work now
than in fiscal year 1992.

UNFUNDED MANDATES

A total of $2.5 million and 3 FTEs is requested for two new and unfunded man-
dates: $1.2 million for the Administration’s Department of State Capital Security
Cost Sharing program, and $1.3 million and 3 FTEs for the new Copyright Royalty
Judges Program.

Two years ago, the Department of State launched a 14-year program to finance
the construction of approximately 150 embassy compounds. The Library was as-
sessed $2.4 million for fiscal year 2006 based on the number of staff we have in
overseas acquisition field offices attached to an embassy. The Library has argued
for a reduction in the assessment, based on the services provided to the Library by
the Department of State in diplomatic facilities, but the matter has not been re-
solved. We hope the amount requested by the Department of State will be less, but
until a decision is reached, the Library must request full funding. It is essential that
we not risk losing our overseas offices, which collect vast amounts of important and
otherwise unavailable material for many of the world’s trouble spots.

The Copyright Royalty Distribution Reform Act of 2004 (Public Law 108-419),
signed into law on November 30, 2004, created a new program in the Library to
replace most of the current statutory responsibilities of the Copyright Arbitration
Royalty Panels (CARP) program. The new Copyright Royalty Judges (CRdJ) program
will determine distributions of royalties that are disputed and will set or adjust roy-
alty rates, terms and conditions, except satellite carriers’ compulsory licenses. The
Satellite Home Viewer Extension and Reauthorization Act, signed into law on De-
cember 8, 2004, extends satellite compulsory licenses and requires CARPs, rather
than CRJs, to set new rates for satellite retransmission. The CARPs will be funded
by participants in the proceedings and/or by royalties. Unlike CARP, the new Copy-
right Royalty Judges program will be funded by new permanent net appropriations
and nominal filing fees. Funding supports the salaries and related expenses of the
three royalty judges and three administrative staff required by law to support this
program.

MAJOR PROJECTS

The Library is requesting $7.284 million and 45 FTEs for projects that are either
in the last year of development or on a time-sensitive schedule that must be main-
tained if the entire project is to be successful. The projects support preservation,
electronic delivery of services, acquisitions and access functions. The first of these
%rojects is the National Audio-Visual Conservation Center (NAVCC) in Culpeper,

irginia.

A gift of $120 million from the Packard Humanities Institute (PHI) three years
ago launched the National AudioVisual Conservation Center, an unparalleled con-
servation facility for the special formats that are uniquely held by the Library of
Congress. The construction project at Culpeper, Virginia is proceeding well, and the
collections from five disparate storage collections will be moved to Culpeper during
the summer, 2005. The staff will be relocated to Culpeper in 2006.

During fiscal year 2006, the Library’s ability to procure, deliver and install
NAVCC furnishings, equipment and infrastructure must again be carefully man-
aged in concert with PHI’s schedule for finishing, testing and commissioning Phase
2 of the facility, slated for completion and move-in by April 2006. For this reason,
no-year authority is again required to accommodate unforeseen fluctuations in the
construction schedule. The Library is requesting a net decrease of $3 million and
an increase of 23 new FTEs in fiscal year 2006. This request follows the original
five-year plan submitted for Culpeper. Funding supports several components for
which timing and funding flexibility will be especially desirable, including the bulk
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of the staff relocations, the completion of collections relocations (including nitrate
film), and completing the design, procurement and integration of the complex digital
preservation systems with the NAVCC’s audio-visual laboratories. Of the total
amount requested for fiscal year 2006, approximately $11 million reflects one-time
costs. After the staff and collections have been relocated, the Culpeper budget will
only require funding for ongoing operations.

Fiscal year 2006 is the final year of the Copyright Office’s reengineering initiative
that requires new funding. The reengineering program is an extensive multi-year
effort to redesign the Office’s business processes, including the development of a
new information technology infrastructure, new work flows, new job roles, and new
facilities design. The new environment will support electronic delivery of copyright
services, including electronic submissions of copyright registrations and receipt of
digital deposits. During fiscal year 2006, the Copyright Office will relocate staff to
a temporary off-site leased space, reconfigure its main facilities, and install new fur-
niture and equipment. Final implementation is scheduled the first half of fiscal year
2007, after relocation of the staff to the reconfigured space in the Madison Building.
A total of $4 million in one-time funding is requested in the Copyright Office’s budg-
et to fund the temporary offsite relocation of the staff. Completion of the re-
engineering initiative is contingent upon the Architect of the Capitol’s budget re-
quest of $5.5 million to pay for construction costs to reconfigure existing Madison
Building space. These requests will permit the Copyright Office to move forward on
the facilities work so critical to the final implementation of the reengineering
project.

The Library is requesting a total of $2 million for the GENPAC program and $1
million for CRS to recover lost purchasing power of critically needed research mate-
rials. This funding will support the purchase of serial subscriptions and/or electronic
resources—ensuring that the CRS analysts and other Library staff have access to
the highly specialized research materials and data needed to support the work of
the Congress and other Library customers.

The boundaries of the world become ever smaller as information production in-
creases across the globe. There are great opportunities to acquire new materials
from parts of the world we had little knowledge of up until now. The Library collects
little known and hard-to-find materials because it is in the national interest to have
the resources that document other cultures and nations. We are interested in ac-
quiring the emerging electronic publications from all parts of the world, including
the Web sites for advocacy as well as education. In selecting the most important
electronic resources, the Library places special emphasis on those databases and
scholarly journals containing information to support the work of Congress in the de-
velopment of public policy.

Preservation is a unique responsibility of the Library of Congress—a library that
all other libraries expect to keep materials in perpetuity. The Library requests
$3.375 million and the retention of 22 NTE FTEs to continue the preservation ef-
forts required to place 4.5 million items (most of them audio-visual materials or spe-
cial collections) in proper storage containers and through proper transshipment to
Fort Meade, Culpeper, or other off-site repositories.

Other projects are critical to the Library’s acquisition and preservation programs.
Specifically, funding of $52 million is requested by the Architect of the Capitol
(AOC) to support essential and long deferred projects specifically requested by the
Library. This total includes $41 million for construction of Book Modules 3 and 4
at Fort Meade. These modules are already designed and will provide critically need-
ed collections processing and storage space and cold vaults for unique and growing
special format collections. This program is critical to providing relief to collections
storage and resulting safety problems in the Library’s Capitol Hill buildings. Of the
remaining $11 million requested, $5.5 million supports the Copyright Re-engineer-
ing construction project and $5.5 million supports minor construction, design, and/
or the operation and maintenance of the Library’s Capitol Hill, Fort Meade, and
Culpeper buildings.

MAJOR LIBRARY-WIDE PROJECTS

In addition to these major projects, the Library is requesting $5.5 million and 7
FTEs for several Library-wide infrastructure projects that support all organizational
entities within the Library and are key to performing the Library’s mission effi-
ciently and effectively. The first is in the all-important area of Information Tech-
nology (IT), where the Library is requesting a total of $3.3 million and 5 FTEs,
needed to keep pace with rapid technological changes. Included in this total is
$571,000 and 5 FTEs for the ITS Systems Engineering Group (SEG) to support a
workload that has grown dramatically in recent years. The current staff of SEG op-
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erates with single individuals shouldering responsibilities without backup. This situ-
ation presents a high-level risk and places the Library in a serious and highly vul-
nerable position. The Library must mitigate this risk and protect itself against the
potential loss of knowledge and breakdown of services in the event of illness or
other unforeseen circumstances. The total also includes $1 million to support the in-
creased costs associated with the IT service provider contract. Our IT staff is strug-
gling with the vast increase in the Library’s digital services and will have to either
curtail services or decrease equipment purchases if funding is not provided. Finally,
the total includes $720,000 for contract support for the certification and accredita-
tion of the Library’s IT systems as required by the Federal Information Security
Management Act of 2002 and $1 million to implement the next phase of the Li-
brary’s new financial management information system.

The Library is requesting a total of $1.4 million and 2 FTEs to support space
management of all the Library’s buildings—the Madison Building alone is one of the
largest in the Washington, DC area, with over 2 million square feet of space. With
more shifts outside Capitol Hill to Fort Meade and Culpeper and resulting shifts
on Capitol Hill as space utilization is redefined, the Library must have the ability
to remap and maximize critical space needed for staff, collections and business oper-
ations and in a timely manner to ensure continuity of operations. The requested
funding supports two additional in-house staff and the use of contracted staff sup-
port to supplement in-house resources with a full range of professional services, in-
cluding project management, interior design, safety, engineering, construction ad-
ministration and custodial support. Without the requested funding, valuable space
will go unused or be used inefficiently, impacting the acquisition and preservation
of the Library’s collections, safety of its employees, and the operation of its pro-
grams.

For those working on Capitol Hill, the value of emergency preparedness cannot
be overstated. The Library is requesting $746,000 to implement its Continuity of
Operations and Shelter-in-Place plans, and to purchase medical supplies in the
event of a large scale emergency that may affect Library personnel and visitors. We
continue to work with our Capitol Hill counterparts to coordinate emergency plan-
ning efforts.

SUSTAINING STAFF CAPACITY

Closely related to the mandatory and price level increases, the Library needs two
critical payroll adjustments to maintain payroll purchasing power to sustain staff
capacity. CRS is requesting a one-time permanent base adjustment of $2.9 million
to align its funding with the current staffing mix, level, and benefits costs to achieve
a total capacity of 729 FTEs. This request will enable CRS to continue to fulfill ef-
fectively its mission by rebuilding and sustaining a level of research capacity that
meets the changing needs of the Congress—needs which are increasingly more de-
manding and highly complex. CRS has proven to be a solid, long-term investment
for the Congress with a high return on the investment through its shared pool of
highly skilled experts who serve “around-the-clock” as the research arm of the Con-
gress by assisting every Member and Committee of Congress in every phase of the
legislative process.

Because of the fiscal year 2005 rescission, the Library reduced pay in all offices
by a total of $3 million. The Library is requesting restoration of the $3 million in
fiscal year 2006 to maintain its future payroll purchasing power needed to sustain
staff capacity. Over time, the Library will be forced to reduce staff in all offices, in
spite of growing workloads and new challenges and responsibilities if the payroll
budget is not restored.

OTHER PROJECTS

The Library is requesting $8 million and 52 FTEs for five other initiatives. In-
cluded in this amount is $493,000 and 7 FTEs to support the new Chinese acquisi-
tion strategy in which Chinese scholars identify unique materials to add to the Li-
brary’s collections. The total also includes $445,000 to begin reclassifying one-third
of the Law Library’s legal collections from the obsolete “Law” shelving arrange-
ments to the Library of Congress Class K international standard, to ensure
retrievability of invaluable and unique legal materials.

Of the $8 million total, $1.6 million in one-time funding is requested to procure
and implement a comprehensive, new, web-based classification and staffing system
that will track all human resources functions. Replacement of the current system
is needed to add new functionalities and to allow the integration with the Library’s
emerging Human Resources Information System. Also included in the total is $1.5
million in no-year funding to continue the renovation and refurbishment work in the
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Thomas Jefferson and John Adams buildings. Maximizing available space on Capitol
Hill is a priority for the Library and the restoration projects will provide much need-
ed space for staff and programs. Finally, the total includes $4 million and 45 FTEs
to continue addressing the police staffing shortfall of approximately 77 FTEs.

PROPOSED CHANGES TO LEGISLATIVE LANGUAGE

The Library has proposed language under the National Digital Information Infra-
structure and Preservation Program (NDIIPP) Section, to set aside $25 million of
the $75 million provided under the fiscal year 2001 appropriations act, and exempt
the set-aside from the dollar-to-dollar match requirement. The set-aside is to provide
competitive grant funding for state governmental entities, who meet NDIIPP preser-
vation partnership network building and digital content preservation grant guide-
lines, to preserve significant, at-risk, and born digital state and local government
information.

The Library has also proposed new appropriation language to address the new
Copyright Royalty Judges program, authorized by the Copyright Royalty and Dis-
tribution Reform Act of 2004.

The fiscal year 2005 administrative provision that limits the Library’s assessment
for embassy construction (to an amount equal to or less than the unreimbursed
value of the services provided to the Library on State Department diplomatic facili-
ties) is also maintained in fiscal year 2006.

CONCLUSION

The Library must continue to sustain and perform its traditional core mission for
the Congress, the Nation, and the world of acquiring, preserving and making acces-
sible its knowledge. At the same time, we must develop new ways to perform this
historic mission in light of the plethora of digital information that must be har-
vested and cataloged. The fiscal year 2006 budget request will enable the Library
to complete crucial projects of modernization, while laying the foundation for our fu-
ture.

I thank the Committee for its continued support of the Library’s programs,
projects, and people. Together, we can accomplish much today and more tomorrow.

PREAPRED STATEMENT OF JAMES H. BILLINGTON
OPEN WORLD LEADERSHIP CENTER

Chairman Allard, Senator Durbin, and Members of the Subcommittee: The United
States Congress initiated the Open World Russian Leadership Program as a pilot
exchange program at the Library of Congress in 1999 (Public Law 106-31). Con-
gress in December 2000 established an independent Legislative Branch entity, the
Open World Leadership Center, to conduct the Open World Program. The Center
is governed by a Board of Trustees.

The Open World Program was crafted in 1999 to bring emerging federal and local
Russian political and civic leaders to the United States to meet their American
counterparts and gain firsthand knowledge of American civil society. Program par-
ticipants experience American political and community life and see democracy in ac-
tion, from the workings of the U.S. Congress to debates in local city councils.

A Government Accountability Office (GAO) report! on the Open World Program
concluded that “Open World has exposed a large, broad, and diverse group of Rus-
sians to U.S. economic and political systems” and stated that many of the alumni
interviewed for the report said they have “taken concrete actions to adapt what they
learned from their U.S. visits to the Russian environment.” GAO analysis indicates
that Open World has achieved a remarkably high degree of proportional geographic
representation, and that U.S. ambassadors and embassy officials consider Open
World “a valuable tool to complement U.S. mission activities and outreach efforts”
in Russia in part because of its unique place in the Legislative Branch.

Since July 1999, Open World has brought 8,900 current and future decision mak-
ers from all 89 regions of the Russian Federation to more than 1,300 communities
in all 50 states. In 2003, as testament to the success of the Open World model, Con-
gress expanded Open World to include cultural leaders in Russia and political lead-
ers in the 11 remaining Freedom Support Act countries and the Baltic republics
(Public Law 108-7). The Open World Leadership Center Board of Trustees in 2003

1General Accounting Office, International Exchange Programs, Open World Achieves Broad
Participation; Enhanced Planning and Accountability Could Strengthen Program, GAO-04-436,
Washington, D.C., March 2004.
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approved pilot programs in Ukraine, Uzbekistan, and Lithuania and also approved
a new cultural leaders program for Russia. From countries other than Russia, 370
young leaders have experienced the practice of American democracy and community
life through Open World in the past two years. The Board has expressed concern
that program expansion not jeopardize the strength of the Center’s original and con-
tinuing commitment to the Russian Federation.

In December 2004, Public Law 108-447 expanded Open World program eligibility
to any other country that is designated by the Board of Trustees, provided that the
Board notify the House and Senate Appropriations Committees of such a designa-
tion at least 90 days before it is to take effect. Over the life of the program, Con-
gress has signaled its intention for Open World to function flexibly and strategically
for U.S. interests around the globe. With key Members of Congress on its board,
Open World has supported parliamentary relationships led by the Speaker of the
House and Senate Majority Leader and remains a flexible and important tool for
public diplomacy within the Legislative Branch.

BOARD OF TRUSTEES

As Chairman of the Board of Trustees, I am honored to serve on the Board with
several of your distinguished colleagues, as well as regional experts and private citi-
zens. The Congressionally appointed members are Senate Majority Leader Bill Frist
(TN), Senator Carl Levin (MI), and Representative Robert E. (Bud) Cramer (AL).
Senator Ted Stevens (AK) is honorary chairman. Former Ambassador to Russia
James F. Collins and Walter J. Scott, Jr., Chairman of Level 3 Communications, are
the current citizen members. We are awaiting an appointment by the Speaker of
the House to replace the seat held by retired House member Amo Houghton.

Since its inception in 1999 in the Legislative Branch, the Open World Program
has gained from the active interest and direction of this Committee. In accordance
with a recommendation made by our Board of Trustees last year, Congress has
added the Chair of this Committee and the Chair of the Senate Subcommittee on
Legislative Branch to the Board. Your membership on the Board will greatly en-
hance our ability to provide effective direction for the future of the Open World
Leadership Center.

FISCAL YEAR 2006 BUDGET REQUEST

The Center’s fiscal year 2006 request of $14 million (Appendix A) will allow Open
World to continue to operate the core Russian programs, including work with alum-
ni and cultural leaders, and to continue funding for expansion programs in selected
countries. The requested 4.5 percent increase above fiscal year 2005 funding rep-
feser}lg;s uélavoidable price increases and the weakened purchasing power of the dol-
ar abroad.

PROGRAM OBJECTIVES

Open World was created by the Congress both to make a contribution to demo-
cratic developments in Russia and to combat negative and manipulated images of
America fostered by long years of isolation from the West under Soviet power.
Through Open World, emerging leaders in previously authoritarian countries experi-
ence short but intensive immersion in the reality of civil society and the rule of law
in the United States. George F. Kennan summarized what an effective public-diplo-
macy effort like Open World is about when he suggested that our system is most
persuasive not when we talk about it, but “when we show other people what can
be done in a democracy, and nothing is more useful than that.”

Open World was created to allow participation by non-English speakers, and, as
a result, the program has successfully engaged a very broad sector of young political
leadership in each participating country. Programs are matched carefully to partici-
pants’ professional interests and responsibilities, and almost all include the fol-
lowing elements:

—DMeeting U.S. government, business, and community leaders at the federal, re-

gional and local levels;

—Understanding the separation of powers, checks and balances, freedom of the

press, and the transparency and accountability of democratic government;

—Experiencing a free market economy;

—Learning how U.S. citizens organize voluntary and nongovernmental initiatives

to address social and civic needs;

—Building a continuing relationship with the U.S. hosts;

—Sharing approaches to common challenges;

—Participating in American family and community activities.



11

STRATEGIC GOALS

As the Open World Program has matured from its six-month Russian pilot in
1999 to its current scale in four countries, the Board and staff have been guided
by strategic goals that shape the annual budget submission and our year-round op-
erations.

Go(izl I: Improving U.S.-Open World program-country relations and mutual under-
standing.

The Open World Program is located in the Legislative Branch, housed in and ad-
ministratively supported by the Library of Congress, but its work abroad is shaped
and implemented in cooperation with the embassies in each Open World country.
All elements of the program—its focus, candidate nomination and selection, par-
liamentary delegations—are closely coordinated with the U.S. Embassy and such or-
ganizations as the Helsinki Commission.

Goal II: Provide the highest caliber program within the United States so that
Open World participants return with a good understanding of America’s democracy,
market economy, and civil society.

Open World has improved the quality of its programs by continuous monitoring
of programs, site visits, post-visit evaluations, and annual participant surveys.
There is an annual review and evaluations of all program elements. The program
hals infgfeasingly focused on a few key themes central to building democracy and the
rule of law.

Goal III: To extend the catalytic effect of a 10-day U.S. stay by fostering contin-
ued, post-visit communication among Open World participants, with alumni of other
USG-sponsored exchange programs, and with their American hosts and counter-
parts.

Open World’s multilingual website maintains communication among participants,
American hosts, and other interested parties. The visit to the United States is just
the beginning of a Russian delegate’s association with the Open World Program.
Open World encourages continued contact with U.S. hosts and among participants
themselves. In 2004, Russian alumni participated in more than 250 workshops,
interregional conferences, meetings, and professional seminars. An alumni bulletin
and web forums are available to all 8,900 Russian participants.

Many of Russia’s larger cities now also boast Open World alumni associations and
clubs organized by the alumni themselves—supporting special projects, such as sup-
port for orphanages or environmental efforts and career development seminars.
Alumni-led activities in 2004 included a youth health fair in Tver and a seminar
gor Novgorod educators on how to encourage volunteerism among high school stu-

ents.

STRATEGIC DECISIONS

Russian Federation

The Chairman of the Senate Foreign Relations Committee, Senator Richard G.
Lugar, at a recent hearing on “Democracy in Retreat in Russia” said, “The states
of the former Soviet Union present a special challenge to the advancement of

democracy . . . The biggest concern in the region for democracy advocates
is . . . Russia. Despite elections and the experience of post-Soviet personal
freedoms . . . the fate of democracy in Russia is perhaps more ambiguous now

than at any time since the collapse of the Communist system.” Noting the decline
in State Department funding for democracy programs, Senator Lugar commented:
“hWith so much at stake in Russia, this is not the time to diminish our funding in
this area.”

Despite the authoritarian direction of much recent Russian policy, Russia remains
a key ally for the United States in antiterrorism and nonproliferation efforts. Open
World’s 8,900 alumni in all 89 regions are a strategic asset in the continuing strug-
gle to secure a constitutional democracy in Russia. Assessments of Russia’s current
political state by the International Republican Institute (IRI) point to the dichotomy
of suppression of democratic voices at the national level, but “re-invigoration at the
regional level.” [Testimony of Stephen B. Nix, Director, Eurasia Programs, IRI; ap-
pearance before the Senate Foreign Relations Committee; February 17, 2005.] Open
World’s base of participation in Russia spans the entire country and is not con-
centrated in Moscow at the federal level.

Expansion Beyond Russia

Meanwhile, Open World offers a unique and effective tool for Congress to respond
to new realities and opportunities around the globe. The Open World Board’s deci-
sion in 2003 to invest in a Ukraine pilot has yielded a broad-based program in oper-
ation before the Orange Revolution that brought the first delegations to the United
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States in the wake of the 2004 presidential elections. A pilot program in Lithuania
focused on building regional government expertise and pointed the way toward im-
portant regional activity that Open World might undertake in Kaliningrad and
Belarus. Similarly, Open World’s prior experience in the largely Islamic regions of
Russia helped shape a successful investment in Uzbekistan. Despite continuing and
legitimate concerns about the repressive central government, Uzbekistan remains
strategically important to the United States, and Open World delegates have re-
turned to strengthen independent media and economic development and lead efforts
to combat trafficking in the region.

With a Congressional authorization to operate in any country in the world, Open
World represents an asset that deserves continued investment to allow its continued
development as an important tool of American public diplomacy, particularly in re-
gions of the world that are not the principal focus of State Department efforts.

WHAT THE INVESTMENT HAS YIELDED

Russia

Russia Civic and Cultural Program

The Open World Russia Program completed its fifth year in 2004. Open World’s
core exchange program—with the Russian Federation—brought 1,567 young leaders
in calendar year 2004, with wide regional representation (87 of the 89 Russian re-
gions), diverse hosting experiences throughout the United States (44 states), a high
percentage of women delegates (58 percent), and multiethnic representation. The se-
lected themes for 2004—economic and social development, environment, health, rule
of law, women as leaders, and youth issues—focus on key areas essential to democ-
racy-building. The focus on rule of law, especially in the context of current evalua-
tions of Russia’s commitment to an independent judiciary and a constitutional de-
mocracy, deserves special mention.

In 2004, Open World emphasized programs on the elections process and media
coverage of the presidential and local elections process. Participants in all themes
who traveled during the months leading up to the election came away with unique
election-year experiences of watching the debates with their host families, seeing
signs for presidential and local government candidates posted in front lawns, and
observing volunteers of all ages as they supported their candidates at campaign
headquarters.

Eight delegations received an insider’s view into Election Day in the United
States. Three Russian delegations consisting of government officials and aides vis-
ited Baltimore, Maryland; Moorhead, Minnesota; and Saratoga Springs, New York.
The delegations observed the activities of polling stations in their host communities,
visited voter advocacy organizations, and witnessed firsthand the reactions of indi-
vidual citizens as they watched television coverage of the voting results. Five dele-
gations of print and television media professionals visited Atlanta, Georgia; Louis-
ville, Kentucky; Portland, Oregon; Reno, Nevada; and Rochester, New York. These
groups visited local news outlets to discuss and watch election coverage, interviewed
election workers and voters, and even wrote on-the-spot news articles to be pub-
lished in Russia.

Additional examples of Open World’s impact in Russia and elsewhere in our par-
ticipants’ own words are found in Appendix B.

Open World in Colorado

As I speak to you today, four women leaders from Russia—a businesswoman, a
president of a regional NGO, an education administrator, and a legislative staff as-
sistant—are visiting Longmont, Colorado to examine women’s leadership roles.
Highlights of the delegation’s agenda include a meeting with an NGO director; a
discussion with senior women bankers on banking relationships with women-owned
businesses; talks with Colorado senators and representatives about elections, gov-
ernment and the role of women in politics; and a panel discussion with a district
attorney and chief district judge. Their visit is being conducted by the Longmont Ro-
tary Club, a five-time Open World host organization that has helped make it pos-
sible for Colorado to welcome 200 other Open World participants.

Rule of Law Program

Open World’s specialized rule of law program is the largest U.S.-Russia judicial
exchange. Working in close cooperation with federal judges associated with the
International Judicial Relations Committee of the Administrative Office of the U.S.
Courts, and with a network of state judges, Open World sponsors intensive, 10-day
U.S. professional visits for Russian judges, judicial branch officials, prosecutors, de-
fense attorneys, legal educators, and court staff. Since its inception in 2001, the pro-



13

gram has enabled prominent jurists from all over Russia to observe and participate
in the U.S. judicial system and to form lasting working relationships with their
American judicial hosts and counterparts.

Just last month, Justice Anthony M. Kennedy hosted a high-level Open World del-
egation at the U.S. Supreme Court for two days of intensive working sessions on
U.S.-Russian judicial cooperation and the status of judicial reform in Russia. Our
distinguished delegates were Russian Supreme Court Chief Justice Vyacheslav M.
Lebedev, Justice Yuriy I. Sidorenko, who chairs Russia’s Council of Judges, and a
top regional judge. Chief Justice William H. Rehnquist and Justices John Paul Ste-
vens, Sandra Day O’Connor, Antonin Scalia, Ruth Bader Ginsburg, David Hackett
Souter, and Stephen G. Breyer all participated in the Russians’ Supreme Court
visit, as did U.S. District Judge Michael M. Mihm of Peoria, Illinois, and other
prominent U.S. judges. Not only did the Russians discuss jury trials, judicial inde-
pendence, and the rule of law with the highest judges in the land, they also saw
the U.S. judicial system in action by observing oral argument at the Supreme Court
and attending proceedings at the federal courthouse in Alexandria, Virginia.

As the Lebedev delegation visit illustrates, the Open World specialized rule of law
program contributes to Russia’s progress toward judicial reform by demonstrating
the concepts and practices that underpin the United States’ strong, independent ju-
diciary. By observing and discussing the workings of the U.S. legal system with
their American counterparts, participants have developed a better understanding of
some of the new procedures that they are being required to adopt by Russia’s judi-
cial reform legislation, and they have demonstrated great enthusiasm for imple-
menting many U.S. practices that are relevant to their own situations. Another im-
portant program outcome is the establishment and strengthening of a number of sis-
ter relationships between the courts of our U.S. host judges and those of their Open
World participants. And American host judges have made return trips to Russia to
participate in follow-up alumni work on the all-important issue of ethics.

In 2004, 258 participants (43 delegations) visited 30 communities in 25 states and
the District of Columbia on the specialized rule of law program. A total of 31 federal
and state judges hosted for Open World in 2004. An illustrative example of Open
World’s work in this important area:

Cultural Leaders Program

The late Academician Dmitri Sergeevich Likhachev was co-chairman of the origi-
nal Russia-focused Open World Program in 1999. Likhachev was a lifelong advocate
of the need for Russia to learn about and have contact with Western culture. The
expansion of Open World to Russian cultural leaders is based on this principle.

In 2004, 44 young folklorists, writers, and jazz musicians participated in Open
World exchanges designed to foster an understanding of American culture and how
it is sustained. The goal is to forge better understanding between the United States
and Russia by enabling Russian cultural leaders to experience American cultural
and community life, and to share their talents with American artists and audiences.
Performances and readings are an essential component of the visit.

The jazz musicians, creative writers, managers of folk arts institutions, and arts
administrators who took part in the 2004 program were hosted by prominent arts
organizations and educational institutions in five states. Each host community se-
lected by Open World boasts rich cultural institutions and is the center of a flour-
ishing arts scene.

The cultural leaders program has continued in 2005. Currently, the University of
Mississippi is hosting four young Russian authors who specialize in poetry, fiction
writing, literary criticism, and translation. The delegation participated in the
twelfth annual Oxford Conference for the Book, and is taking part in translation
workshops with students and faculty in the Ole Miss creative writing program and
panel discussions on Russian and American culture. The National Endowment for
the Arts provided financial support for this hosting.

Pilot Programs

Ukraine

Ukraine was selected for an Open World pilot program in 2003 because of its stra-
tegic position in Eurasia, its large and educated population, its mounting difficulties
in democracy-building, and its important potential contribution to regional stability.

Elections formed a central focus for the Open World Program’s 2004 Ukrainian
exchange, which took place in August, when both the American and Ukrainian pres-
idential campaigns were in full swing. The 50 Ukrainian participants came from 19
of the country’s 27 regions and represented a wide range of political views. Two del-
egations of Ukrainian party activists, NGO election monitors, and campaign experts
participated in the “electoral processes” theme, and three delegations of print and
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broadcast journalists took part in the “independent media” theme, which included
a concentration on political and election coverage. The five Ukrainian delegations
that visited under the NGO development theme also had opportunities to learn
about campaign practices and citizen engagement in politics in the United States.

In March, Open World held the first major post-Orange Revolution exchange in
the United States, hosting 45 Ukrainian judges, journalists, elections experts, NGO
leaders, and researchers. Their U.S. community visits, which had been rescheduled
from December 2004 (when the presidential election was still unresolved by the
courts), focused on the rule of law, elections, and the role of an independent media.

This exchange was very much a two-way learning process, as everyone the
Ukrainians met with was interested to hear about the Orange Revolution and the
current political climate. The Ukrainian delegates were here to strengthen ties to
the United States and their own professional understanding of their role in a democ-
racy. On arriving in Washington, delegates had frank and future-oriented discus-
sions with Representative Marcy Kaptur of the Congressional Ukrainian Caucus,
Supreme Court Justice David Souter, and two former U.S. ambassadors to Ukraine.

Ukraine Program in Ohio

The March exchange marked the debut of Open World’s rule of law theme for the
Ukraine program, and our highest-ranking judicial delegation was hosted in Colum-
bus, Ohio, by state Supreme Court Chief Justice Thomas J. Moyer and Judge Robert
Cupp of the Ohio Third District Court of Appeals. The visit began with a Ukrainian
bread-and-salt welcoming ceremony at the Ohio Judicial Center and concluded with
a live television broadcast of a symposium on Ukrainian democracy with the
Ukrainians and Chief Justice Moyer. In between, the delegation—which included a
Ukrainian Supreme Court justice—observed court proceedings, including a jury
trial; took part in roundtables with Ohio judges; and met with Governor Bob Taft.
Rule of law delegations simultaneously visiting Georgia, Minnesota, New York, and
Pennsylvania had similar experiences.

Lithuania

Lithuania was selected for an Open World pilot because of its prospects for build-
ing a successful market economy and democracy and because of Congressional inter-
est in including a Baltic country. Lithuania’s independent parliament (Seimas) and
historical ties with the United States made a legislative-based program very wel-
come.

Open World launched its Lithuania pilot program in 2004, bringing mayors, jour-
nalists, business and NGO leaders, environmental experts, and youth activists from
nine of the country’s 10 administrative districts to the United States in February
and September. Lithuanian Ambassador Vygaudas Usackas held receptions for both
travel groups at his embassy during their Washington, D.C., orientations.

Open World’s newest program received high marks from the 100 Lithuanians who
participated. Higher education, lobbying, business associations, health care, Social
Security, and citizen participation in local government were rated among the most
useful topics studied. In a representative comment, a delegate on a Fort Collins,
Colorado, program on youth issues stated, “My best moments were when I realized
that people in the United States work very hard in order to accomplish their goals,
especially helping the youth. This motivates me to work harder in Lithuania.”

Chicago, Illinois, hosted several of our inaugural Lithuanian delegations in 2004,
with significant participation by the large Lithuanian-American community there.
Among the highlights of the Chicago visits were a Q-and-A session for Lithuanian
journalists at the Chicago Tribune, a fundraising workshop for NGO leaders at the
Donors Forum, and, for a Lithuanian business-development delegation, a nuts-and-
bolts overview of how U.S. business incubators work at the Industrial Council of
Nearwest Chicago.

Uzbekistan

Uzbekistan was chosen for an Open World pilot on the basis of its large popu-
lation, its cultural and intellectual prominence among the new independent states
of the former Soviet Union that are principally Islamic, and its strategic position
in Central Asia. The Open World Board believed that furthering democracy and a
market economy in Uzbekistan would promote stability in the entire region.

Open World hosted its second Uzbek exchange in October 2004. The 50-person
group included senior representatives from Uzbekistan’s ministries of economics, fi-
nance, and public health; Central Bank officials; judges; prominent journalists; agri-
cultural experts; women entrepreneurs; and health advocates. Delegates came from
10 of Uzbekistan’s 14 political subdivisions.

Open World has received numerous reports on how participants have used the
knowledge they gained while in the United States. A business consultant running
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for the Nukus City Council campaigned on themes inspired by her U.S. visit: cre-
ating favorable conditions for private business through legislation and defending the
rights of female entrepreneurs. The head of the Agro-Industrial Stock Exchange in
Tashkent reports that, as a result of his visit to the Kansas City Board of Trade,
his exchange has now introduced electronic trading.

A doctor who practices in the populous Fergana Valley conducted a workshop on
premature infant care for 45 of her colleagues to share the neonatal techniques she
had seen at Tampa General Hospital. And a Tashkent newspaper reporter is pub-
lishing two long articles, “Two-Story America” and “The White Stele [Monument] of
Washington,” that describe in detail how his impressions of America and Americans
changed for the better as a result of his Open World visit to Chattanooga, Ten-
nessee, and Washington, D.C. He writes, “The one thing that really impressed me
in the United States is the people. To tell the truth, having watched Hollywood
films, I expected to see an undisciplined public where people did whatever they felt
like. But already in Washington, I was sincerely surprised by the proper and polite
Americans that I met. On the street, people were smiling . . . and no one looked
at us with unfriendliness. At the end of my stay in the U.S. capital, I felt as though
I were at home in Tashkent.”

Future Directions

In 2004 the Senate requested that Open World study the feasibility of expansion
to Pakistan and Afghanistan. The Open World model, with appropriate U.S. in-
country support, has demonstrated its suitability in a variety of environments. The
key question for the Open World Board, which includes the Chairman of this Sub-
committee, as well as the Chairman of the House Appropriations Committee, is to
decide the allocation of available resources among the countries in which Open
World is authorized. Recent concerns have been raised by Members of Congress
about Belarus, Moldova, and Georgia. Congressional interest in Russia, Ukraine,
Uzbekistan and Lithuania have remained strong. Yet Open World’s annual budget
has been modest since its inception. In the current budget environment, significant
expansion is unlikely; therefore, decisions will be influenced by available resources.

A regional approach, centered in Russia, the western NIS, and Central Asia,
would allow Open World to respond flexibly to U.S. strategic interests but avoid the
upfront investment devoted to setting up a new country-focused program. Open
World might offer a cost-effective means of delivering current exchange programs
in a number of countries. If Congress so approves, the Board could request that a
new regionally aimed model be developed for fiscal year 2007. The fiscal year 2006
budget request is based on the current country-specific model. The staff evaluation
of tge f(e}asibility of pilot programs in Afghanistan and Pakistan is included as Ap-
pendix C.

FISCAL YEAR 2006 BUDGET REQUEST

The Center’s budget request for fiscal year 2006 reflects an increase of $.612 mil-
lion over fiscal year 2005, in order to continue the Center’s proven mission of
hosting young political and civic leaders from Russia and other countries of the re-
gion. The Board of Trustees believes that maintaining a robust Open World pres-
ence in Russia is necessary and important for future U.S.-Russia relations. Program
capacity in fiscal year 2006 at the requested level remains far below the limitation
of 3,000 set in the Center’s authorizing legislation.

The budget request maintains hosting and other programmatic activities at a
level of approximately 1,400 participants total (continuing a decrease in hosting lev-
els begun in fiscal year 2003), based on airfare and other travel increases above the
overall inflation rate, and projected higher foreign exchange rates. The Department
of State Capital Security Cost Sharing charge for the Center’s two Foreign National
Staff is also included. Actual participant allocations for individual countries will be
based on Board of Trustees recommendations and on consultations with the Com-
mittee.

Major categories of requested funding are:

—Personnel Compensation and Benefits ($.883 mil/11 FTEs)

—Contracts ($8.435 mil)

—Management of delegate nomination and vetting process
—Visa and other document processing
—Travel arrangements, including international and domestic air travel
—Management and coordination with grantees on delegate host placement
—Database maintenance and development
—Information services
—Grants ($4.354 mil) (U.S. host organizations)
—Professional program development
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—Food and (limited) lodging
—Cultural activities
—Local transportation
—Interpretation
The requested funding support is also needed for anticipated fiscal year 2006 pay
increases. Overall administrative costs remain at a low 6 percent of the Center’s an-
nual expenditures.

OTHER PROGRAM CONTRIBUTIONS

Major financial support to the Open World Program is contributed by American
citizens who host program participants in their homes and communities. Private
American citizens freely provide cultural activities, community-wide activities, and
housing for one week, which often reduces the program’s per diem expenses—by a
substantial amount when estimated over the life of the program. During 2004, Open
World also received financial support from The Russell Family Foundation for sup-
port of environmentally focused programming and from TNK-BP for general support
of Open World programming and alumni activity in Russia and Ukraine.

CONCLUSION

The fiscal year 2006 budget request will enable the Open World Leadership Cen-
ter to continue to make major contributions to an understanding of democracy, civil
society, and free enterprise in a region of vital importance to the Congress and the
Nation.

I thank the Subcommittee for its continued support of the Open World Program.

APPENDIX A

OPEN WORLD LEADERSHIP CENTER BUDGET, FISCAL YEAR 2006

Fiscal year 2006
Description estimated obli-

gations
11.1 Personnel Compensation $702,000
12.1 Personnel Benefits 181,000
21.0 Travel 80,000
22.0 Transportation 3,000
23.0 Rent, Comm., Utilities 204,000
24.0 Printing 21,000
25.1 Other Services/Contracts 8,435,000
26.0 Supplies 4,000
31.0 Equipment 16,000
41.0 Grants 4,354,000
Total, fiscal year 2006 budget request 14,000,000

APPENDIX B
OPEN WORLD DELEGATE QUOTATIONS

Russia

“During my Open World visit to America I was struck by the well-functioning edu-
cational system, social programs, and the people themselves, full of life and purpose,
wanting to help others. Our mayor Aleksandr Yermoshin and vice-mayor for legisla-
tive relations Yuriy Sukhoruchenkov have also had the opportunity to travel to the
U.S. on Open World. I consider that all that we saw and experienced has definitely
influenced our work in municipal development. Key to our social policy are current
programs for children, improving their health (infant mortality has decreased be-
tween 2002 and 2004), finding placement for orphans, providing therapy to children
in dysfunctional families and those with disabilities, creating employment and ac-
tivities for youth, and working with gifted children.”

Yuriy Kostev
First Vice-Mayor of Aleksin, Tula Region
San Diego, CA

“While visiting the United States on the Open World Program I became aware
of the genuinely constructive interaction that can exist between government bodies
and the community. Upon my return home, I decided to take action. I told the peo-
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ple of Voronezh how they can protect their right to adequate accommodations, and
prevent unsuitable living conditions resulting from the inaction of local government.
The ‘Citizen Inspection’ project was born, providing information (letters) from local
authorities on budgetary information and deadlines for the refurbishment of houses
and buildings in the community. I received many letters and telephone calls inform-
ing me about what really goes on in housing and communal services. This informa-
tion led to the creation of the Citizen Inspection television program. A second project
called ‘My Rights’ was also successful. This project provides information about prop-
erty registration rights and opportunities. Our brochures describe the registration
procedure, rates, and free services that the community can and must demand from
the authorities.”

Aleksandr Vladimirovich Sysoyev
Deputy, Voronezh City Duma
Milwaukee, WI

“A close working relationship exists between school and family in both Russia and
the U.S. Parents and older classmates are actively recruited to work with children.
Promoting a healthy lifestyle should begin with pre-schoolers.”

Svetlana Safonova

Psychologist/Nakhodka City Department
of General Professional Education
Information and Curriculum
Development Center

Denver, CO

“I became enamored with American crisis centers in Chicago where all re-
sources—counselors, medical help, lawyers, etc.—are available in one place, unlike
in Russia (where a child has to relive the horror of domestic abuse several times
at several different agencies).”

Sergey Vitalyevich Belashev
Head/Children’s Department Rostov-on-

Don Psycho-Neurological Center
Chicago, IL

“It is clear that Americans rigorously defend their rights that are guaranteed by
the Constitution. This also raised a sense of patriotism in us for our country and
our Constitution. Order can be established through a set of laws in which all people
are truly equal. This is one of the fundamental principles of civil society that we
need to strive for. That is good enough reason to study the American example.”

Alyuset Mezhmedinovich Azizkhanov
Freelance radio journalist and member of

the Russian Journalists Association
Durham, NC

“These organizations [U.S. NGOs] have just a few paid workers. The vast majority
spends it own time and effort and work without pay. We asked: ‘For what? And
they answered: ‘I need this, my children need this, my country needs this.” For us,
volunteer efforts are surprising, for them it is the norm. What also surprised us is
the belief of ordinary Americans that much depends on them in their personal lives
as in the life of the city, state, and nation.”

Mariya Abramova

Public and International Relations
Specialist and Assistant to the Deputy
Governor of the Tomsk Region
Administration

Baltimore, MD

“America showed me our different attitudes in our relations between man and
government and man and society. I learned from my host that she believes that her
participation in the life of her country, community, and government matters and
that the future of America depends on the actions of every American. This lesson
allowed me to take a fresh look at my work for the past ten years. I first met the
parents of Down’s Syndrome children in the early 1990s. The government consid-
ered these children unteachable. Parents united to deal with the situation them-
selves. This resulted in a decorative arts workshop where some of the adults and
teens with Downs Syndrome now work, in a group that prepares athletes for Special
Olympics, and another group that works with severely mentally retarded children.
So we discovered that those with Down Syndrome are teachable and employable and
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that they should be taught and employed. I wanted to work with them, first as a
volunteer and later as a professional art therapist. I now teach specialists how to
teach the learning disabled. Never before was there such a demand for all my tal-
ents. Thank you, Fran Satina (OW host), I now know that I can change my country
for the better.”

Marina Rodkevich
Moscow City Psychologist and Art

Director, “Same as You” organization
Akron, OH

“I was very impressed with the plans of Vicksburg, Tupelo, and Oxford, Mis-
sissippi. Although the population of Nizhniy Novgorod is more than one million peo-
ple, much of the planning of these small towns could be applicable to Nizhniy
Novgorod’s own development. Strategic community planning at the city level is a
new trend in economic development in the Russian Federation. As a new trend, it
seems likely that we can adapt American experiences with such planning and effec-
tively apply these principles in the development of Russian cities.”

Galina Yuryevna Topnikova

Head/Social-Economic Development
Projection Section, Nizhniy Novgorod
City Administration, Economic
Development and Planning
Department

Oxford, MS

Ukraine

“I think it [his Open World visit] will expand all of my horizons, as well as every-
one else’s. I also have ambitions at some time in the future to help draft legislation
for my country. I think these experiences will help that as well.”

Judge Valentyn Paliy
Judge/Kyiv Commercial Court
Corvallis, OR

“We saw that Americans live in this democracy every day, but every day they cre-
ate it. We realize more and more how difficult is the path ahead of us.”

Maryna Bohdanova

Deputy chief editor and columnist/Ria
weekly newspaper

Pittsburgh, PA

“The important thing about this program is that it will bring about change—
change in the participants personally—and that it will serve as a stimulus for great-
er effort in Ukraine.”

Olena Morhun

Crises Prevention Program Coordinator/
Woman for Woman Center

Washington, DC

“I was impressed with the members of the group with which I worked over the
past ten days because I realized their immense potential in Ukraine, thanks to the
high level of their competence and experience. It is very important that we met in
this group from Ukraine, and I expect that we will continue our work there to-
gether.”

Valentyna Kyrylova
Director/Osnovy Publishing House
Washington, DC

“Especially useful for me was to see democracy in action, exercising its influence
on the government, and the role of society in the decision-making process of govern-
ment.”

Lyudmyla Merlyan

Head/Gender Committee of the Civil
Parliament of Ukrainian Women

Washington, DC
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Uzbekistan

“The one thing that really impressed me in the United States is the people. To
tell the truth, having watched Hollywood films, I expected to see an undisciplined
public where people did whatever they felt like. But already in Washington, I was
sincerely surprised by the proper and polite Americans whom I met. On the street,
people were smiling . . . and no one looked at us with unfriendliness. At the end
of my stay in the U.S. capital, I felt as though I were at home in Tashkent.”

Viktor Krymzalov

Special Correspondent/Private Property
newspaper

Chattanooga, TN

“It wasn’t just a trip to America; it was a trip to the future, the future that I
thought would never see in my lifetime or in my country. Owing to this opportunity,
I now know what it is, and I will try to bring something from the future that I saw
back home to Uzbekistan.”

Zhumanazar Melikulov

Deputy Editor-in-Chief/Fidokor
newspaper

Chattanooga, TN

“I have unforgettable impressions of the Open World Program. My understanding
of America as a country and Americans has completely changed. Before my trip, I
had a very vague insight of what it is. My comprehension now: it is a great country,
which is as it is owing to its free, honest and direct people. I was impressed by a
high motivation and energy of American entrepreneurs and especially by the fact
the legislation and the system as a whole support them. The significant result of
my trip was elaboration of a new system for exchange trade—Internet—trading. I'm
proud to say that we’ve implemented it successfully and today there is no analogy
of it in CIS countries. I'd like to take this opportunity to express my gratitude to
the organizers of the Open World Program.”

Temur Valitov
Chair/Agro-Industrial Exchange
Kansas City, KS

Lithuania

“My best moments were when I realized that people in the United States work
very hard in order to accomplish their goals, especially helping the youth. This moti-
vates me to work harder in Lithuania.”

Youth Issues program participant
Fort Collins, CO

“Local grass-roots initiatives really left a big impression on me. I have both
learned how to better communicate with city and village communities and realized
the need to consult with them more regularly on policy issues.”

Virgilijus Skulskis

Head, Information and Analysis
Department/Institute of Agrarian
Economics

Middlebury, VT

“In Vermont, much of your success depends on the trust you've built through
working relationships. This is something that we need to improve among ourselves.”

Linas Vainus
Project Manager/Atgaja Green Movement
Middlebury, VT

“While we did not even know each other as recently as last week, it now feels
like we have known each other for a long time—like classmates, and I know that
we will be friends for a long time to come.”

Algirdas Ronkus

District Administrator/Klaipeda District
Municipality

Omaha, NB
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“I was surprised to find out that many NGOs in the United States work without
any government support . . . Our NGOs should follow this example rather than ex-
pecting support from the government.”

Women’s Issues and NGOs program
participant
Portland, OR

“At the Shelburne town meeting we understood that this was a useful way for a
small community to influence local government’s decision-making process . . . We
were able to make new contacts and an idea for a project in Lithuania emerged.”

NGO development program participant
Burlington, VT

APPENDIX C
ASSESSMENT OF PROPOSED OPEN WORLD EXPANSION INTO AFGHANISTAN AND PAKISTAN

Background.—In December 2004, Public Law 108-447 expanded Open World pro-
gram eligibility to any other country that is designated by the Open World Leader-
ship Center Board of Trustees, provided that the Board notify the House and Senate
Appropriations Committees of such a designation at least 90 days before it is to take
effect. During Senate floor consideration of the Open World legislation, Open World
Board Chairman James Billington and Open World staff were requested explore the
possibility of expanding the program to Afghanistan and Pakistan, two countries
crucial to U.S. interests. (Congressional Record, Sept. 21, 2004, S9425.)

Summary of Assessment Efforts to Date.—Open World staff met with Congres-
sional Research Service experts on the region, the Library of Congress Field Direc-
tor at the U.S. Embassy in Islamabad and his staff, and Open World grantees with
hosting experience in both target countries. Open World contractors conducted
logistical assessments and contacted key State Department, embassy and AID per-
sonnel.

Overall Comment.—Each country has different, overarching obstacles to applying
the Open World model successfully. Afghanistan’s societal structure and civil society
have very little in common with what is found in the United States. Pakistan’s pop-
ulation is so large and diverse that it is questionable how much impact a program
involving only a few hundred delegates would have (details below).

Afghanistan

Political Situation.—Afghanistan is stabilizing after more than 22 years of war-
fare, and the successful presidential election appears to be accelerating political and
economic reconstruction. The United States is committed to a secure and stable Af-
ghanistan. Many observers are looking forward to the September 2005 parliamen-
tary elections and the next major step toward stable governance.

Viability of Open World Candidates/ Themes.—Afghanistan currently has very few
identifiable civic leaders because there are few identifiable elements of civil society,
but small U.S. exchange programs have been implemented. (For example, in 2004,
Meridian International, an Open World grantee, hosted 30 Afghans in themes such
as civil society, local government, democracy building, cultural heritage, and civic
education.) These exchanges do not have homestays, but do include visits to Amer-
ican homes. Women travel in all-female groups. Delegates do not have English-lan-
guage capability.

Embassy Support.—It would be very difficult for the U.S. Embassy to lend
logistical support to an Open World program, both for security and workload rea-
sons, but the embassy would need to handle the actual selection process and is will-
ing to do so under the scenario given in the recommendation below.

Visas.—All candidates must be flown to Islamabad for their visa interview. A min-
imum of six weeks is required from the time of the interview until a final decision
is made on issuance or nonissuance of the visa. In 2004 there was a high incidence
of nonissuance to Afghan exchange candidates.

Costs.—The estimated cost is $18,000-$19,000 per person, almost 150 percent
above the cost for a Russia civic program delegate.

Recommendation.—State Department officials have expressed support for an Open
World pilot program for new Afghan parliamentarians that would bring them into
direct contact with their American federal and state legislative counterparts. If Con-
gress directs Open World to implement a pilot program, Open World staff would rec-
ommend hosting one pilot delegation of 8-10 parliamentarians and/or parliamentary
staff following the September 2005 parliamentary elections.
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Pakistan

Political Situation.—Hopes that the October 2002 national elections would reverse
Pakistan’s history of unstable governance and military interference in democratic
institutions were eroded by the actions of the Musharraf government. The United
States has continued to express concern over lack of progress on political rights and
civil liberties, but Pakistan’s stability and cooperation in the war against terrorism
are of vital importance to the United States.

Viability of Open World Candidates/Themes.—Exchange programs in Pakistan
are well established and growing. Several Open World grantees have extensive ex-
perience hosting Pakistani participants. Certain segments of urban Pakistani soci-
ety are very well educated, know English, and are enthusiastic about interacting
with Americans. We continue to assess whether this segment of society would ben-
efit from Open World programs, which usually reach into the far regions of partici-
pating countries. Because of the current security situation in Pakistan, travel by
State Department employees from the embassy and consulates is restricted. This
limits their ability to identify qualified candidates for exchange programs outside
Islamabad.

Visas.—The visa application process takes a minimum of six weeks and there is
a high rate of rejection, especially for males. The Library of Congress Field Office
will report to us in late March on their discussions with the consular section to iden-
tify more specifically the level of support for Open World available under current
staffing and security conditions.

Costf.—$12,000 per person (nearly twice the cost for most Open World Russia del-
egates

Recommendation.—If Congress directs Open World to implement a pilot program,
Open World staff would recommend hosting one or two delegations of 8—10 delegates
each on Open World’s Federalism or Women as Leaders themes.

PREPARED STATEMENT OF MARYBETH PETERS

Mr. Chairman and Members of the Committee:Thank you for the opportunity to
present the Copyright Office’s fiscal year 2006 budget request.

For fiscal year 2006, the Copyright Office is seeking the Committee’s approval of
one major request for the Office and support for two of the Architect of the Capitol’s
(AOC) requests on behalf of the Copyright Office. First, in the BASIC appropriation
we are requesting a $4.161 million increase in new net appropriation authority and
a $500,000 decrease in offsetting collections authority. Four million dollars of the
requested funds will be used for offsite lease costs to temporarily relocate the Office
while its existing space in the Madison Building is under construction. I am pleased
to report that we have made great progress on our Reengineering Program and ex-

ect full implementation in the first half of fiscal year 2007. The remaining
glGl,OOO is a request for restoration of the fiscal year 2005 rescission. Additionally,
in recognition of new legislation that terminated funding, we are requesting a
$1.872 million decrease in the CARP offsetting collections authority.

As part of AOC’s budget, we request your support to provide $5.5 million for re-
construction of existing Copyright Office space in the Madison Building to accommo-
date the reengineered processes and new organizational structure. Also, as part of
the AOC’s budget, we request $800,000 to do a design study for construction of a
Copyright Deposit Facility at Fort Meade. This facility will provide environmental
conditions for copyright deposits that allow us to meet our legal requirements to re-
tain, and be able to produce copies of, these works.

I will review these requests in more detail, but first will provide an overview of
the Office’s work.

REVIEW OF COPYRIGHT OFFICE WORK AND ACCOMPLISHMENTS

The Copyright Office’s mission is to promote creativity by sustaining an effective
national copyright system. We do this by administering the copyright law; providing
policy and legal assistance to the Congress, the administration, and the judiciary;
and by informing and educating the public about our nation’s copyright system. The
demands in these areas are growing and becoming more complex with the evolution
and increased use of digital technology.

I will briefly highlight some of the Office’s current and past work and our plans
for fiscal year 2006.

Policy and Legal Work

We have continued to work closely with the Senate Committee on the Judiciary
and its House counterpart. In July I testified on S. 2560, the Inducing Infringement



22

of Copyrights Act of 2004, which would have created a new cause of action for inten-
tionally inducing copyright infringement. After the hearing the bill’s sponsors, Sen-
ators Hatch, Leahy, Frist, Daschle, Graham of S.C. and Boxer asked me to meet
with the interested parties to discuss alternatives, evaluate whether these parties
could reach consensus on an approach to this legislation, and to provide them with
the Office’s recommendations. The parties failed to reach consensus, and late in Sep-
tember I submitted our recommended approach which accommodated the legitimate
concerns of all parties, provided a basis of moving forward, while at the same time
meeting the goals of the bill’s cosponsors. Unfortunately, there was not sufficient
time to move this bill forward in the remaining days of the 108th Congress.

The Office’s general counsel testified on my behalf on the Satellite Home Viewer
Extension Act of 2004, which was enacted as part of Public Law 108447, and we
assisted in reform of the Copyright Arbitration Royalty Panel System (the Copyright
Royalty and Distribution Reform Act of 2004, enacted as Public Law 108-419).

I testified in the House, and we worked closely and extensively with staff, on the
proposed Family Movie Act, which is now part of S. 167, the Family Entertainment
and Copyright Act, passed by the Senate on February 1, 2005. H.R. 357, the House’s
companion bill, cleared the House Judiciary Committee on March 9, 2005. We have
also worked extensively on issues concerning the existing compulsory license for the
making and distribution of phonorecords of musical compositions, including digital
phonorecord deliveries of music. Other issues included proposals to create criminal
and civil penalties for camcording by individuals in theaters, providing statutory
damages for “pre-release works,” and creating a system of pre-registration for cer-
tain classes of “pre-release works,” which are included in S.167 and H.R. 357, men-
tioned above.

On January 5, 2005 Senators Hatch and Leahy asked me to study the issue of
“orphan works,” copyrighted works whose owners are difficult or impossible to lo-
cate, and to report our findings and recommendations to them by the end of the
year. We are in the process of seeking initial comments on the scope of the problem
and possible solutions. The Office also intends to hold hearings during the year.

During fiscal year 2006, the Office will initiate and conduct most of the required
work on its triennial rulemaking on exceptions from the section 1201 prohibition on
circumvention of technological measures that control access to copyrighted works.
The purpose is to determine whether there are any particular classes of works as
to which users are, or are likely to be, adversely affected in their ability to make
noninfringing uses due to the prohibition. (In 2003, the Librarian of Congress, upon
the recommendation of the Register, exempted four narrow classes until October 27,
2006.) Comments proposing exemptions will be solicited, comments on the proposals
will be sought, and hearings will held.

The Office has been extremely active in a number of important copyright cases,
many of which challenged the constitutionality of various provisions of the Copy-
right Act. In these cases the Office assisted the Department of Justice in defending
the law. The Office also assisted the Department of Justice in the government’s Su-
preme Court amicus brief of the United States in MGM Studios v. Grokster, Lid.,
on whether providers of “file sharing” network software can be held secondarily lia-
ble for copyright infringement when the vast majority of uses of the providers’ net-
work constitute copyright infringement. (Oral argument was heard on March 29,
2005.)

As always, the Office continued to provide ongoing advice to executive branch
agencies on international matters, particularly, the United States Trade Represent-
ative, the Department of Commerce and the Department of State, and participated
in numerous multilateral, regional and bilateral negotiations.

Registration including Renewals and Recordation

Registration of authors’ and other copyright owners’ claims to copyright, including
claims in renewals, and recordation of documents, such as assignments, security in-
terests, and mergers are important parts of the U.S. copyright system. The Office
has significantly improved its delivery times for registration and recordation serv-
ices since 2001.

During fiscal year 2004, the Copyright Office received 614,235 claims to copyright
covering more than a million works and registered 661,469 claims received during
fiscal year 2003 and 2004. Registration is now two and a half times speedier than
in 2001, when the average time between receipt of a claim and the issuance of a
registration certificate was 200 days. At the end of fiscal year 2004, the Office has
shortened the average time to process a claim to 80 days.

The Copyright Office records documents relating to copyrighted works, mask
works, and vessel hull designs and creates records of those documents. These docu-
ments frequently concern popular and economically significant works. The Office re-
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corded 14,979 documents covering more than 470,000 titles of works in fiscal year
2004. At the end of the fiscal year, the average time to record a document was 33
days, more than six times faster than the average of 210 days in fiscal year 2001.

These achievements took place during a period of increased security concerns. In
early February 2004, ricin-contaminated mail was delivered to a Senate Office. This
incident stopped the Office’s postal mail delivery for an entire month while en-
hanced screening processes were put in place. The disruption affected mail proc-
essing until early June, when the last of the delayed mail was delivered. The Office
worked to restore normal processing levels, and the improvement in timeliness re-
flects efforts to overcome the disruption.

However, processing time for the creation and making available of online cata-
loging records increased in fiscal year 2004 because of the Office’s focus on improv-
ing the efficiency of registration processing. The result was an increase in the Cata-
loging Division’s work on hand. For the remainder of fiscal year 2005, the Office will
concentrate on improving processing time for these records.

With respect to renewal registrations, the Office is facing the fact that the number
of renewal registrations will decrease significantly in fiscal year 2007. Renewal reg-
istrations only apply to works that were copyrighted before January 1, 1978, the ef-
fective date of the current copyright law. Before 1978, if a work was published with
the required notice of copyright or an unpublished work was registered with the
Copyright Office, it received an initial term of copyright protection of 28 years, and
a renewal term that initially was 28 years and today is 67 years. To receive the
renewal term, a renewal registration had to be made in the last year of the initial
term, i.e., the 28th year. The last year for 28th year renewals is the end of this year,
December 31, 2005.

Additionally, the law was changed in 1992 to make renewal registration vol-
untary. There are certain benefits that are gained by renewing in the 28th year.
However, if no renewal claim is registered in the 28th year of the term, renewal
is automatically secured on the last day of that year. The 1992 law applies to works
copyrighted between January 1, 1964 and December 31, 1977. However, even if re-
newal is automatically secured, i.e., no renewal application was submitted in the
28th year of the initial term of copyright, a renewal claim may be submitted after
the 28th year and some benefits flow from such a registration. A number of such
registrations are made each year.

When renewal registration was required, the Office registered approximately
52,000 claims. Since the enactment of the automatic renewal provision in 1992, the
number of renewal claims decreased each year. Last year the Office received ap-
proximately 17,000 renewal claims. We believe that between 1,500 and 2,000 re-
newal claims were post 28th year renewals. Our records show that approximately
5,500 renewal claims were received in October, November and December, 2004. The
renewals unit consists of a staff of five.

The Office currently receives approximately $1 million a year for renewal services.
We project that the Office will take in significantly less money in fiscal year 2006
for the 28th year renewals received in October, November, and December 2005 and
for renewals submitted after the 28th year. During fiscal year 2006 we will assess
the impact of this loss of revenue and the decreased workload. However, it is likely
that in the fiscal year 2007 budget submission, the Office will request a permanent
decrease in its offsetting collections authority and a reduction in FTEs.

Public Information and Education

The Copyright Office responded to 381,845 requests for direct reference services
and electronically published thirty issues of its electronic newsletter NewsNet a
source that alerts subscribers to Congressional hearings, new and proposed regula-
tions, deadlines for comments, new publications, other copyright-related subjects,
and news about the Copyright Office to 5,297 subscribers.

The Office website continued to play a key role in disseminating information to
the copyright community and the general public. The Office logged 20 million hits
by the public in fiscal year 2004, representing a 25 percent increase over the pre-
vious year. The Spanish language pages on its website received approximately
130,000 hits during the fiscal year.

The website received an updated look to coincide with the January 1, 2004, intro-
duction of the new office seal, logo, and wordmark. The website displayed the new
symbols along with new colors derived from those used in the Office’s printed mate-
rials. The pages’ appearance was also standardized, streamlined, and designed for
faster loading. The Department of Health and Human Services selected the Copy-
right Office website as an example of a government site that meets user expecta-
tions with regard to navigation, content, and organization.
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The Copyright Office, with the Library’s Office of Strategic Initiatives, initiated
the Copyright Records Project to determine the feasibility of digitizing millions of
Copyright Office paper records covering 1790-1977. In 2004, the project team re-
searched and documented the various types of paper records, developed a strategy,
and issued a Request for Information seeking expressions of interest. In early fiscal
year 2005 three potential vendors conducted a test of their capabilities to digitize
and index sample records and we expect a report on the results by the end of April
2005.

Licensing Activities

The Copyright Office administers the copyright law’s statutory licenses and obli-
gations. The Licensing Division collects and distributes royalty fees from cable oper-
ators for retransmitting television and radio broadcasts, from satellite carriers for
retransmitting “superstation” and network signals, and from importers and manu-
facturers of digital audio recording products for later distribution to copyright own-
ers. In fiscal year 2004, the Office collected $212.9 million in royalty funds and dis-
tributed $154.1 million to copyright owners.

With the passage of the Copyright Royalty and Distribution Reform Act of 2004
(Public Law 108-419), a new program was established in the Library of Congress,
the Copyright Royalty (CRJ) program, which assumed most of the functions of the
Copyright Arbitration Royalty Panels (CARPs). The interim Chief Copyright Royalty
Judge is submitting a separate statement to request funding for the new CRJ Pro-
gram.

FISCAL YEAR 2006 BUDGET REQUEST

Reengineering Program

The Copyright Office’s seven-year Reengineering Program initiative is to redesign
delivery of its public services. This program is customer driven to prepare our Office
for the future growth in electronic submissions. The Office had planned for the re-
engineering implementation to be fully funded and completed in fiscal year 2006,
to include moving staff offsite so that its space in the Madison Building can be ren-
ovated in one phase. However, due to infrastructure and offsite lease requirements,
the program cannot be completed until the first half of fiscal year 2007.

The relocation of the Copyright Office staff and the Madison Building construction
need to be done concurrently. Because of the complexity and integrated nature of
the various steps in the registration and recordation processes, they must be located
in one place. The Library of Congress does not have sufficient swing space to accom-
modate such a large group of staff and operations; therefore, there is no choice but
to relocate most staff to leased offsite space.

The $4 million request for new one time funding is to cover most of the fiscal year
2006 expenses associated with moving staff offsite, specifically lease and utilities,
furniture rental, security guards, and voice and data line leases. With the commit-
tee’s support for the new fiscal year 2006 funding, the Office will relocate staff to
leased offsite space, reconfigure its main facilities, install new equipment and staff
workstations, and bring the new IT systems infrastructure online. In late 2006, staff
will move back from the leased offsite location to a new organizational structure to
begin reengineered operations. This represents the fourth and last net appropria-
tions increase to the Copyright Office BASIC appropriation base to complete the Re-
engineering Program. The project will be fully implemented in fiscal year 2007 with
no new funding requested for fiscal year 2007. Rather, the Office plans to reduce
its net appropriation base in fiscal year 2007 and return non-recurring Re-
engineering Program funds.

The reengineering initiative is contingent upon the AOC receiving its fiscal year
2006 request for $5.5 million to undertake the construction of the current Copyright
Office space in the Madison Building.

Sustaining Staff Capacity

Because of the fiscal year 2005 rescission, the Copyright Basic fund reduced pay
by $161,000. The Library is requesting the restoration of the $161,000 in fiscal year
2006 to maintain payroll purchasing power needed to sustain staff capacity.

Copyright Deposit Facility at Fort Meade

The Copyright Office is required by law (title 17) to retain unpublished copyright
deposits for the full-term of copyright, which is life of the author plus 70 years, and
published deposits for the longest period considered practicable and desirable by the
Register of Copyright. A retention period of 120 years has been established for the
unpublished deposits and 20 years for the published deposits. A certified copy of a
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copyright deposit may be used in legal proceedings as evidence of the scope of copy-
right in a work.

Currently, the Copyright Office archives more than 800,000 copyright deposits an-
nually in a variety of media as part of the registration process which results in an
annual storage increase of approximately 3,500 cubic feet of published deposits and
records and 3,500 cubic feet of unpublished deposits. From fiscal year 2007 through
2020, the storage requirement is projected to expand to a total of approximately
245,000 cubic feet.

Copyright deposits are currently stored at two locations: leased space in Landover,
Maryland, a GSA facility, and at a commercial records management facility in Ster-
ling, Virginia, managed by Iron Mountain. Both facilities are subject to wide tem-
perature variances and high humidity levels, and therefore fail to provide the appro-
priate environmental conditions necessary to ensure the longevity of the deposit ma-
terials. According to the Library of Congress Conservation Division, continued stor-
age under present substandard environmental conditions will accelerate the aging
of the deposit material and reduce the useful life span by 75 percent, placing these
deposits at risk, especially after 25 years.

In 1994, the U.S. Army transferred a 100-acre site at Fort Meade, Maryland, to
the Architect of the Capitol (AOC) for use by the legislative branch for the construc-
tion of storage modules. The master plan envisioned 13 buildings for the Library
of Congress of which one was dedicated to the storage of copyright deposits. Both
the design and construction documents were completed in August 2003. In recogni-
tion of the tight budgetary environment, the Copyright Office is recommending that
the Fort Meade facility be redesigned for modular construction so that the facility
can be built in phases in order to spread out the costs over multiple funding cycles.
The AOC is requesting $800,000 in fiscal year 2006 funds for this redesign effort
with construction of the initial phase being deferred until fiscal year 2008. We ask
your support for this request.

CARP offsetting collections authority

The Copyright Arbitration Royalty Panels (CARP) system funded by royalty fees
and by participants is being replaced by the Copyright Royalty Judges (CRJ) Pro-
gram, created by the Copyright Royalty and Distribution Reform Act of 2004, signed
into law on November 30, 2004. However, there are still some proceedings that will
or may operate under the old CARP system during fiscal year 2006. In accordance
with the Satellite Home Viewer Extension and Reauthorization Act of 2004, signed
into law on December 7, 2004, the satellite carrier statutory license rate setting pro-
cedures will be conducted by CARPs. Therefore, the cost of the arbitrators for the
CARP proceedings will be paid for by the participants, and staff and other expenses
will be funded from the royalty pools. The Office is requesting a $1.872 million de-
crease in the CARP offsetting collections authority, leaving $300,000 to fund the fis-
cal year 2006 program.

CONCLUSION

Mr. Chairman, I ask that you support the fiscal year 2006 Copyright Basic budget
request for a one time $4 million increase in net appropriations and a $500,000 de-
crease in offsetting collections for the BASIC appropriation to implement the Re-
engineering Program, and a $1.872 million decrease in offsetting collections author-
ity in the CARP appropriation. Your support is also requested to approve the $5.5
million in the AOC budget for reengineering costs to construct the redesigned facili-
ties.

Our fiscal year 2006 request permits us to move forward on the facilities work
critical to the final implementation of our Reengineering Program. We appreciate
the past support you have given us for this project. We are now at the point that
we cannot turn back, and, with your continued support, we look forward to bringing
the Office into the electronic environment that is so prevalent today.

I thank the Committee for its past support of the Copyright Office requests and
for your consideration of this request in this challenging time of transition and
progress.

PREPARED STATEMENT OF BRUCE FORREST, INTERIM CHIEF COPYRIGHT ROYALTY
JUDGE

Mr. Chairman and Members of the Committee: Thank you for the opportunity to
present the Copyright Royalty Judge program fiscal year 2006 budget request.

The Copyright Royalty Judge (CRJ) system was created by the Copyright Royalty
and Distribution Reform Act of 2004, Public Law 108-419, signed into law on No-
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vember 30, 2004 (“Reform Act”). The Copyright Royalty Judges will assume the du-
ties formerly carried out by the Copyright Arbitration Royalty Panels and the Li-
brarian of Congress with respect to setting rates for the statutory copyright licenses
(with the exception of certain rate-setting proceedings being conducted this year for
the satellite television license under 17 U.S.C. § 119, which remain under the CARP
system) and distributing royalties from the royalty pools maintained by the Copy-
right Office. The CRJ program will provide an important improvement over the
CARP system because it lowers the cost to the participants, requires decision mak-
ers to have certain subject matter expertise, and makes use of institutional knowl-
edge to render consistent decisions.

The Reform Act specifies that the new CRJ system, which will be part of the Li-
brary of Congress, will have three Copyright Royalty Judges (CRJs) and three staff
employees. The three judges will be responsible for setting the rates and terms for
the statutory licenses that allow for: (1) the retransmission of copyrighted broadcast
programming by cable systems and satellite carriers; (2) the making and distribu-
tion of phonorecords; (3) the reproduction and performance of sound recordings by
means of digital audio transmissions; and (4) the use of certain copyrighted works
in connection with noncommercial broadcasting. In addition, the judges will conduct
distribution proceedings for the cable and satellite royalty fees deposited with the
Copyright Office and the fees collected for the making and distribution of digital
audio recording devices and media. The CRJs will have authority, unlike the
CARPs, to determine the status of a digital audio recording device or digital audio
interface device under chapter 10 of the Copyright Act. The CRJ program also vests
the judges with the continuing authority to correct any technical or clerical errors,
or to modify any terms in response to unforeseen circumstances, and grants them
authority to promulgate notice and recordkeeping requirements for use of certain li-
censes.

Congress took care to insure that the Copyright Royalty Judges would have ade-
quate qualifications to perform these highly technical and difficult tasks. Under the
Reform Act, each Copyright Royalty Judge must be an attorney with at least 7 years
of legal experience, and the Chief CRJ must have at least 5 years of experience in
adjudications, arbitrations, or court trials. Of the other two Judges, one must have
a significant knowledge of copyright law and the other must have a significant
knowledge of economics.

REVIEW OF COPYRIGHT OFFICE WORK AND ACCOMPLISHMENTS

In fiscal year 2005, you approved the Library’s request to reprogram $540,000 and
three FTEs from the Copyright Arbitration Royalty Panels (CARP) to the Copyright
Royalty Judge program, since the Library’s fiscal year 2005 budget did not include
funds to cover the costs of the new program. This allowed the Library to use exist-
ing offsetting collections authority funded by royalties to cover the personal and
nonpersonal costs of the new CRJ program during the transition phase of the pro-
gram, as provided for under the Act. As required by the Act, one interim CRJ has
been sworn in to draft new regulations to govern the rate setting and distribution
proceedings under the new statutory guidelines and to initiate immediately a rate
setting proceeding to establish rates for the statutory licenses that allow for the
public performance of sound recordings by means of digital transmissions, e.g.,
webcasting.

FISCAL YEAR 2006 BUDGET REQUEST

This fiscal year 2006 budget, which is the first budget request for Copyright Roy-
alty Judge (CRJ) operations and proceedings under the Reform Act, requests new
permanent funding ($1.3 million) in appropriations with no-year authority. The level
of funding is essentially ordained by the requirements of the Reform Act. The fund-
ing will support three full-time Copyright Royalty Judges and three staff positions,
whose salary levels are specified in the Reform Act, and other non-personal ex-
penses. The CRJs’ primary task will be to set rates and terms for the various statu-
tory licenses and to determine the distribution of royalty fees collected by the Copy-
right Office.

In summary, I ask that you support the fiscal year 2006 Copyright Royalty Judge
Program budget request for new permanent $1.3 million increase in total appropria-
tions.

CONCLUSION
I thank the Committee for its consideration of this request.
Senator ALLARD. Thank you very much, Dr. Billington.
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General Scott, do you have any additional comments for the com-
mittee?

General ScOTT. No, sir, I do not.

Senator ALLARD. Okay, thank you.

Now I will recognize Senator Johnson for his opening comments.

STATEMENT OF SENATOR TIM JOHNSON

Senator JOHNSON. Well, thank you, Mr. Chairman. I will forego
opening statements. I have a statement I can submit. I simply
want to welcome Dr. Billington and Mr. Walker to the hearing
today and thank them for their leadership. I look forward to work-
ing with you as well as ranking member Durbin as we wind our
way through the appropriations process in a year that is going to
be a difficult one for all of us.

(’il‘hank you, Mr. Chairman, and thank you again to our panel
today.

[The statement follows:]

PREPARED STATEMENT OF SENATOR TIM JOHNSON

Thank you, Mr. Chairman, for calling today’s hearing to examine the budget re-
quests for the Library of Congress and the Government Accountability Office. I want
to first welcome you, Mr. Chairman, to the Appropriations Committee and as the
chairman of the Legislative Branch Subcommittee. I look forward to working with
you and Ranking Member Durbin as we work on the Legislative Branch appropria-
tions bill this year.

I also want to welcome Dr. Billington and Mr. Walker to the hearing today. So
much of what we do here in Congress is made easier and better because of the work
done by the Library of Congress and Government Accountability Office. The Library,
with such a unique array of collections, is truly a national treasure. I enjoyed vis-
iting the Library to see the Lewis and Clark exhibit that was on display in the Jef-
ferson Building. I had a particular interest since the Lewis and Clark expedition
came through South Dakota and reportedly first saw the vast buffalo herds of the
Great Plains from Spirit Mound near my hometown of Vermillion, South Dakota.

The Library’s Congressional Research Service continues to be one of the best
sources of information and analysis provided to members and our staffs on even the
most obscure subjects. I want to publicly thank the dedicated staff at CRS for their
timely and thorough responses to inquiries from our offices.

Mr. Walker, I also want to thank you and everyone at GAO for the professional
work done under what can sometimes be extraordinary circumstances. Without
GAOQ’s investigative abilities, Congress would be hard pressed to fulfill its oversight
role. My staff and I have relied upon GAO to look into matters ranging from country
of origin meat labeling to No Child Left Behind Act implementation in rural states.
Thank you for the work GAO does to assist us in Congress, especially GAO’s ongo-
ing assistance to this Subcommittee on the Capitol Visitor Center.

I look forward to your testimony and to working with both of you in the coming
months as we move through the appropriations process. Obviously, we find our-
selves in a very difficult budget situation, so funding will be tight across the board.
However, the roles the Library of Congress and GAO play are vital to helping Con-
gress meet its constitutional responsibilities.

Thank you again, Mr. Chairman.

FUNDING PRIORITIES AND CHALLENGES

Senator ALLARD. Thank you, Senator Johnson. Just for your in-
formation, we are going to use the 5-minute rule and we will rotate
around a little. If we have to have several rounds of questioning,
we will do that. My hope is that we will get out this morning about
11:45 or so, when we have scheduled votes on the floor.

Let me start with you, Dr. Billington. You talked a little bit
about the budget priorities. The Library’s budget request is an in-
crease of $45 million or 7 percent over the current year budget. In
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the event we are unable to provide the full amount requested,
please explain what your highest budget priorities will be?

Dr. BILLINGTON. Well, our budget request basically supports
every aspect of our basic historic mission and enables us to con-
tinue, hopefully, our transition to the new digital world. That mis-
sion is, as I have indicated, acquiring, preserving, making acces-
sible this enormous collection.

The business of acquisition and preservation cannot be deferred.
Maintenance cannot be deferred for very long, and basic services I
do not think should be curtailed, although that is ultimately for the
Congress to determine. But to maintain our historic role in knowl-
edge management, the traditional key to the investments we seek
are to maintain our construction schedule, long delayed, for storage
and preservation at Fort Meade and Culpeper, to regain some of
our purchasing power for acquisitions, which has been seriously
eroded over the last 10 years for acquisitions and for CRS research
materials. Of course reengineering our business processes for out-
dated manual systems, particularly this last year of the copyright
program, is important. And of course the whole question of revital-
izing our human capital resources and infrastructure, particularly
information technology, is of central importance.

NAVCC—CULPEPER

Senator ALLARD. Thank you, Dr. Billington.

I also want to just take a moment here and thank the Packard
Foundation for their generous support of the National Audiovisual
Conservation Center. Hopefully, later on in the year I would like
to have an opportunity to go out there and take a look at that facil-
ity.

The Library’s budget requests $16 million and 47 FTEs, an in-
crease of 23 new positions, for the National Audiovisual Conserva-
tion Center, which is scheduled to open next year. Why are these
additional staff needed now and what will be the total annual oper-
ating cost for the NAVCC once it is fully operational?

Dr. BILLINGTON. Well, the increase is 23 FTEs. First of all, the
Packard donation is a capital donation that is almost unprece-
dented.

Senator ALLARD. It is.

Dr. BILLINGTON. It is somewhere between $120 and $130 million.
So the building is basically being built with private funds. The in-
crease of FTEs, first of all, is consistent with the 5-year plan we
submitted and was approved by the Congress 3 years ago. But the
point is that we are not simply relocating people and materials to
a new facility. We are creating a national conservation center,
which we have never really had, with a new digital preservation
system for audiovisual materials that will allow the Library to pre-
serve the collection for at least 100 years, the same standard that
we have for paper.

So this is a totally new achievement that will be made possible.
The new technical system and the enhanced capacities of the con-
servation center require additional and more technically qualified
staff. Even with the increase in staffing, total funding requested in
the Federal budget for this year for the Culpeper center is $3 mil-
lion less than the funding was last year.
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Our new restoration lab that we are setting up there will operate
24 hours a day and the new system will allow us to increase pres-
ervation productivity 10 times the current rate. So this is a funda-
mental revolutionary escalation of our capacity to exercise and re-
alize the congressional mandate of 1976 to create a real national
archive for the preservation of radio and television, as well as re-
corded sound, film, and other audiovisual materials.

So it is a major undertaking. I cannot give you today the exact
projection figures for what the operating costs will be. I do not
want to just guess at that. But a good deal of what we have been
asking the last couple of years for the appropriation are one-time
things to get us in there, to get us established. So I think we have
to get over that bump. But that is a small bump compared to the
mountain that the Packard Foundation is contributing.

Senator ALLARD. Well, we would appreciate that response. We
will be looking forward to getting those figures and showing some
more detail on that.

[The information follows:]

The Library’s five-year request to Congress to acquire the new equipment and
staff resources necessary to operate the NAVCC concludes in fiscal year 2008. Full
initial operations, using existing base funds and new resources will start in fiscal
year 2009, with ongoing annual operating costs beginning that year of $22.5 million.
This figure includes $6 million for preservation digitization, $3.5 million for storage,
$1.5 million for facilities management, and $11.5 million for staff. It includes exist-
ing base funds and staff from the Motion Picture, Broadcasting and Recorded Sound
Division. The operating capacities reflected in these costs were established based on
our urgent need to preserve at-risk national heritage collections dating back nearly
120 years, as well as the need to begin ingesting significant new born-digital works.
Fortunately, the proven technologies to achieve this have recently become available,
and the Packard Humanities Institute gift of the state-of-the-art NAVCC facility
will allow us to take advantage of these technologies for the first time.

Senator ALLARD. Senator Johnson.
Senator JOHNSON. I do not have any questions.

FORT MEADE STORAGE

Senator ALLARD. Senator Johnson indicates he does not have any
more questions, so I will move on to Fort Meade storage modules.
The Architect’s budget includes $40 million for additional storage
modules at Fort Meade. I would like to have you explain the impor-
tance of these storage modules and what the future requirements
the Library expects to have at the Fort Meade location. My under-
standing is that there will be a considerable number of modules
that are being projected out over the years to bring into that Fort
Meade location.

Dr. BILLINGTON. Well, let me just say briefly, and I can let Gen-
eral Scott speak mainly to this, but the purpose of the two mod-
ules, Modules 3 and 4, is to house 26 million special format collec-
tions, including maps, prints, photographs, microfilm, manuscripts,
things of a special nature, almost all of which are one of a kind.

Senator ALLARD. Excuse me for interrupting you, Dr. Billington.
Are they refrigerated or special humidity controlled?

Dr. BILLINGTON. Modules 1 and 2 are for book storage. The beau-
ty of these new modules is that they are really not simply storage,
they are—for instance, from Module 1, we have had a 100 percent
retrieval rate on all things; it happens within 24 hours. So they are
very efficient for storing and retrieving. But most important of all
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the collections to be stored in Modules 3 and 4 are practically all
one of a kind items of which there are no other copies. They will
be in state-of-the-art preservation conditions, which is important,
as with the Culpeper audiovisual collections. So the creation of
these Modules is an investment simply prolonging the lifespan of
priceless things, of which we are the custodian of so many, in this
case 26 million items in the special format collections, which can-
not be just stacked the way books are, but have to be handled in
a special manner.

So that is it. But I will let General Scott speak further to the
whole project, except to say that we submitted a detailed plan for
the various modules quite some time ago with the Congress. So we
are on schedule, even though we were 5 years behind getting con-
struction started according to the original plans and are already 1
more year delayed beyond the 5 years for these important modules
for these special collections.

Senator ALLARD. And you do not see any change on those plans
that were submitted, any modifications or anything? The time line
is the same; it is just the total time line has been moved back?

Dr. BILLINGTON. That is right, that is right.

Senator ALLARD. Okay. General?

General ScoOTT. Yes, sir. You had asked about future storage
needs for the Library. We do have a complete plan that envisions
having 13 buildings out at Fort Meade that would carry us up
through the year 2027. Module 1, which was completed in 2002, is
completely filled. It was at capacity in about 2%2 years with some
1.5 million items.

Module No. 2, which is slated to open very soon, has a capacity
of 2 million items and similarly it too will house books. Our projec-
tion is that Module 2 will also be filled within 2 years once it
opens.

The 13 modules that are either in design or construction will
hold books and special format collections as well as other treasures
from the Library. To date, funding has been provided for Modules
1 and 2. We are requesting funding for Modules 3 and 4.

We would be happy to submit for the record a table that high-
lights our future storage and capital requirements.

Senator ALLARD. I wonder if you would do that, General Scott.
I think that would be helpful for the committee.

[The information follows:]
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Dr. BILLINGTON. Excuse me, Mr. Chairman. I must just say that
as far as Culpeper is concerned, the beauty of that facility is that
it is very capacious and we will not need any supplementing of that
for a very long period.

POLICE MERGER

Senator ALLARD. I want to talk a little bit about merging the Li-
brary police force with the Capitol Police Force. As I understand
it, this effort was to try and streamline and unify the security for
the Capitol complex. The Congress authorized in fiscal year 2004
any new Library police positions to be filled by the Capitol Police
officers. Late last year the Library and Capitol Police entered into
an memorandum of understanding (MOU) to enable 23 Capitol Po-
lice officers to be assigned to the Library.

How would you assess the effectiveness of this merger to this
point, Dr. Billington?

Dr. BILLINGTON. I will let General Scott speak to that.

Senator ALLARD. That would be fine. General.

General SCOTT. As you indicated, the Congress did approve 23
police FTEs for the Library back in the 2004 budget. To set that
in context, the Library had indicated in the 2004 budget that we
would need at least 100 FTEs spread over a 3-year period. In 2004,
we received an appropriation for 23 of those FTEs with the direc-
tive that the Capitol Police hire those officers for the Library.

To facilitate the hiring, the Library and Capitol Police entered
into a memorandum of understanding. The MOU laid out the pro-
cedures through which we would receive the 23 officers who came
on board in December 2004. The augmentation was seamless and
it is working well.

However, the Library still needs to continue building toward the
100 FTEs and is therefore asking for 45 new police officers in fiscal
year 2006. The MOU does not provide the Capitol Police the au-
thority to hire those 45. Additionally, we think that the MOU does
not resolve our long-range police staffing requirements as we will
still need to have 32 more to round out the 100 that we requested
in 2004.

Finally, the MOU does not address or protect the fundamental
authority of the Librarian to protect the buildings, the staff, and
the collections of the Library.

Dr. BILLINGTON. Could I just add that if the hiring of the 45 ad-
ditional police officers, which we are requesting in this budget, con-
tinues to go through the U.S. Capitol Police, that what we are in
fact seeing is a de facto police merger taking place without author-
ization from the appropriate congressional committees and without
their knowledge of the full fundamental change that will be made
in the Librarian’s historic and statutory responsibilities.

Senator ALLARD. Now, you have requested 45 police officers. Did
you consult with the Capitol Police on this request?

General SCOTT. Yes, sir, we did.

Senator ALLARD. You did?

General ScoTT. Right.

Senator ALLARD. And this is a number that they felt they needed
to have? Here is the issue and the reason I structure it this way.
My understanding is that right now there is no authorization for
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more police officers as far as the Library is concerned, that has
been passed over then. So I am a little perplexed why you make
that request under this budget here and why we did not get the
request through the Capitol Police budget. I wonder if you can re-
spond to that.

General SCOTT. Yes, sir. We have been consulting with the Chief
of the Capitol Police over the staffing issues, as well as other police
issues. The 45 that we are asking for is based on the staffing model
and the guide that the Capitol Police have. We are asking for offi-
cers that would augment our current force, and make us consistent
{n our entrance and exit posts with the staffing of the Capitol Po-
ice.

Senator ALLARD. I hope that we can have some uniformity. Dur-
ing my tour of the Capitol Visitor Center we had a good look at
the tunnel and everything, which I am excited about, the direct ac-
cess over to the Library. But not only do we increase access to the
Library, but we also increase access back into the Capitol. I think
if we have not given any thought to that, I think we have to think
about that in the process, because we have a security issue coming
back into the Capitol from the other side.

So it is something that I just made note of here and I want to
check out a little further. I appreciate your response on this. I un-
derstand that Roll Call had an article on this. Apparently they
talked to Library employees and I think it was an anecdotal type
of story. But anyhow, they viewed the Library as a possible weak
link on the Hill, as far as security.

Do you agree with that article? Do you think that is something
to be concerned about?

General ScOTT. I cannot comment about the article, Senator. I
had not read the article. But I can say this, that we are in complete
agreement that security on Capitol Hill is our highest priority and
we are determined to meet all the security requirements. We want
to mirror the Capitol Police augmentation on our posts.

I would also add that the inspector, who is in charge of the Li-
brary’s police and an employee of the Capitol Police, has made sig-
nificant improvements in the liaison role that we now have with
the Capitol Police.

Senator ALLARD. I tell you what. I do have a copy of that article
that staff has just handed me. What I thought I would do is I will
give you a copy of it, I will make it a part of the record, and then
you can maybe respond to any issues that are raised in this article
if you will.

General ScoTT. Yes, sir.

Senator ALLARD. I think it would be helpful.

General ScoTT. Okay.

[The information follows:]

The Library is not a weak link in the security of the Capitol complex, as depicted
in the recent Roll Call article (April 5, 2005). We do agree that it is critical for the
Library to maintain a level of security commensurate with the rest of Capitol Hill.
The Library has been effectively addressing the protection of its employees, visitors,
and assets for years, as well as contributing toward strengthening the security of
the Capitol complex as a whole, with the goal of creating seamless security through-
out the complex.

Since the mid-1990s, the Library has aggressively implemented major security im-

provements consistent with the many security improvements that have been put in
place throughout the Capitol complex. Examples of the Library’s improvements in-
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clude major perimeter security enhancements, implementation of full building entry
screening, expanded emergency communications capabilities, and establishment of
a robust emergency preparedness program.

The Library Police are an integral component of the Library’s steady progress to-
ward strengthening Library security programs. Over the past several years, the Li-
brary Police have achieved major improvements in operations and personnel readi-
ness. Although the Library Police force is comparatively small and does not have
all the resources available to the Capitol Police, the Library Police work closely with
the Capitol Police to maximize the level of support for daily operations and for emer-
gency situations. There has been significant enhancement in the coordination efforts
between the Library Police and the Capitol Police in those areas where the capabili-
ties of the Library Police are limited because of resource considerations or to avoid
costly duplication of effort. With the continued commitment and assistance of the
Capitol Police, we see no discernable differences in response capabilities of either
police force.

The Library Police recently underwent an audit by the Library’s Inspector Gen-
eral. The audit did not identify any significant systemic weaknesses or program
vulnerabilities that would place any employee, visitor, facility, or any part of the col-
lections at risk. The goal of the Library Police is to achieve cooperative parity with
the Capitol Police. The Library Police have been working diligently for some time
to ensure that the Library receives the same level of protection as the remainder
of the Capitol complex.

The unique security and enforcement requirements of the Library have developed
a police culture having somewhat different responsibilities than most federal police
agencies. The successful record of the Library Police in both detecting and deterring
crimes against the facilities, personnel, or property of the Library demonstrates that
the Library Police are fully capable of meeting their statutory requirements and, as
demonstrated through the ongoing detail of Capitol Police officers, can work effec-
tively with other agencies. There is no evidence that the Library Police constitute
a weakness in meeting their law enforcement and security requirements, and the
Library Police’s aggressive implementation of the recommendations from the Inspec-
tor General’s audit indicates their willingness to improve processes and procedures
to enhance their capabilities and professionalism.

In summary, Library management has confidence in the Library Police that they
will continue to provide the required level of security and law enforcement to meet
their statutory responsibilities in the ever-improving security climate on Capitol
Hill.

COPYRIGHT REENGINEERING

Senator ALLARD. The Library of Congress budget included $4
million to complete the Copyright Office’s reengineering initiative.
It includes funds for the lease of temporary office space. Please ex-
plain how the copyright process will be improved through the re-
engineering effort, which I am pleased to see you doing, because if
there is one criticism that I get it is the copyright procedure and
how long it takes to get approval. My hope is that this will speed
things up and it sounds like you are on that, and I want to com-
pliment you on that.

General ScoTT. Thank you, sir. Marybeth Peters, who is the Di-
rector, the Register of Copyrights, has had a visionary insight in
recognizing that commerce and the digital network environment
now demands that we meet customer expectations by electronically
making it possible to receive copies of digital works, web sites,
databases, and various filings, such as applications for registra-
tions, and to process them electronically.

Five years ago the Register of Copyrights announced a very well
thought-out plan that would change the copyright processes to sup-
port our electronic environment. Fiscal year 2006 is the last year
that new appropriated funds will be needed to complete this
project.
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Deferring the project beyond 2006 will not only result in the loss
of $19.7 million in past investments, but the Library will also lose
the contract staff who built the new systems and the related exper-
tise which is needed to complete this project. These resources, if we
lost them, would not be available beyond 2006 due to other commit-
ments.

The new system cannot be implemented without, of course, a re-
configuration of the Copyrights Office space since the current floor
plans are not aligned with the flow of the new business processes.
Without the 2006 funding, this project may never be implemented,
that is why we are making this request.

Dr. BILLINGTON. Don’s basic point is that the registration will be
much quicker, which has been a constant concern and complaint,
and in the long run it will be much more economical because it can
be done electronically.

Senator ALLARD. Both of those are very worthy goals. I am just
trying to think through the process. If you are an author, do you
submit the book in written and electronic form? Your book then
would go into storage and then you add the book to your electronic
database?

I would like you to clarify that for the subcommittee.

General ScoTT. At this point I would really like to call upon
Mary Beth because she is the expert in this, sir.

Senator ALLARD. If you feel uncomfortable talking about that, we
will be glad to put something in the record.

Ms. PETERS. No, I am not in the least bit uncomfortable talking
about it.

Dr. BILLINGTON. She has been dealing with this for 40 years.

Ms. PETERS. That is right.

Senator ALLARD. I notice I brought a smile to your face. You
must enjoy it.

Ms. PETERS. The truth is I love it.

COPYRIGHT REGISTRATION PROCESS

If you have authors today and they choose to register as soon as
{;h%y write their books, before they send the manuscript to a pub-
isher

Senator ALLARD. Then it gets a Library of Congress number, is
that correct?

Ms. PETERS. Not if it is the submission of the author’s manu-
script and it is unpublished. If I write a book and I have not sent
it to a publisher, I may want to get a registration before I send it
out to publishers, I would send the copyright office a paper copy
because today we are not equipped to take it in electronically.

Starting this fall, we will be experimenting with taking in all
types of material electronically and processing them electronically.

Senator ALLARD. Would that not help your process if you ex-
pected the author to provide an electronic one when it goes to the
publisher.

Ms. PETERS. Absolutely. When the publisher gets the author’s
manuscript, it is in electronic form. Then the publisher converts it
to print form. The print copy is used to register the publisher’s
claim to copyright. The print copies usually go into the collections




36

of the Library of Congress, and could end up at storage Module 1
or 2 at Fort Meade.

Sher‘;ator ALLARD. Depending on its perceived importance, is that
right?

Ms. PETERS. Depending on the Library’s acquisition policies.

Senator ALLARD. I see, okay.

Ms. PETERS. So, we hope that we are able to provide all of our
services within 2 weeks. Reengineering will totally revolutionize
the way that we do business.

Senator ALLARD. I was trying to visualize it. That is what I was
visualizing, we are making it more efficient. We can also keep a
hard copy in case something happens to the electronic one.

Ms. PETERS. Yes, a digital file will come in to the copyright office
for registration. If the Library wants print copies of a literary
work, the publisher will send two print copies for the use of the Li-
brary, but the copyright office will have a digital file of the work.

Senator ALLARD. Very good, thank you.

Ms. PETERS. Thank you.

OPEN WORLD LEADERSHIP

Senator ALLARD. I have just one question on the Open World pro-
gram and then we will hear from the CRS.

Your statement indicates that Russia alone has nearly 9,000
Open World alumni, Dr. Billington, each of whom has visited a
U.S. community for a 10-day stay under the program. I am curious
as to what continuing communication is needed and desirable be-
yond the original introduction to America, which is a 10-day stay
here with a host family as I understand the program.

Dr. BILLINGTON. Well, this has been an extraordinary program in
a lot of ways. One of the ways is that it has created a lot of sister
relationships. For instance, we have been emphasizing the rule of
law. We have had 800 judges and prosecutors. Many of them have
established sister court relationships. That is a very common thing.
Or there are oftentimes return visits that are at the invitation of
the Russian visitor.

The alumni of this program have set up an internal web site to
communicate, giving a sense of identity and community among
these people exchanging their own perceptions and ideas once they
are there. They have had alumni meetings all over Russia. As you
know, they have come from all 89 political districts of Russia, all
50 States of the Union. So there is a very substantial continuity.
Recently, we had the first major Ukrainian visit for the Ukrainian
program since the so-called Orange Revolution there and they es-
tablished a lot of contacts that I am sure are going to be useful.
One of the participants was then subsequently elected to higher of-
fice. This is a frequent phenomenon.

There are all kinds of linkages. There is an upcoming alumni
event in the Russian Far East, but I would like to give you a full
itemization of the program. I am just speaking off the cuff here.
Overall, 44 percent of the participants have been women with an
average age of about 37, which is something totally new in Russia.
Not a single one of the Russian participants has stayed in this
country. That is almost unheard of in relations between Russia and
America. As you know, people often want to stay when they come
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to America. The open world participants are tremendously im-
pressed by the time they have because it is a total immersion. It
is not a series of lectures or dialogues where people just give
speeches to each other.

We just had a delegation of their version of the Supreme Court
and the top jurists, and our Supreme Court met with them here
for a couple of days and it was really quite exciting. I believe some
of the U.S. Justices will be returning the visit. So this is really the
opening up of contacts with a new generation of Russian leaders,
which 1s very much the hope of that country if it is going to make
it as a functioning democracy.

The one thing they all take back, the most important thing is the
excitement over nongovernmental organizations, the extent to
which many social services, many problems are dealt with at the
community level.

This is the biggest exchange program of its kind since the Mar-
shal Plan. It is something that has been done entirely within the
legislative branch of Government and it is having an extraordinary
effect, even though it is a short period of time. The participants
stay in homes. They see the real America. They shadow people, and
the cooperation is extraordinary—we have many more volunteers
across the country to take these people in than we are able to ac-
commodate. So it is a good sign that the American people every-
where in all communities are really interested in getting better in-
formed about what is going on in Russia.

Senator ALLARD. There is follow-up, then, so that at some point
in time we would like to be able to measure results. I hope that
we have follow-up on the program. The only way I see us being
able to measure results is to see what happens to these folks 5
years or 10 years down the road.

Dr. BILLINGTON. Absolutely. It is a long-term investment because
these people have to work their way up through the system. We
can give you a lot of information on this.

Senator ALLARD. Good.

Dr. BILLINGTON. But we do follow up and they do have a con-
tinuing existence both as alumni, on their web site, and in answer-
ing to the host organizations in America.

CONGRESSIONAL RESEARCH SERVICE

Senator ALLARD. Very good. Thank you.

Now on the Congressional Research Service (CRS) increase, there
is an increase of $9 million or 9 percent that is requested for CRS,
for a total budget of $105 million. The budget request would pro-
vide for 729 staff compared to the 700 staff you are now operating
with. Now, why is that level not sufficient? I think Mr. Mulhollan
is here to answer that question. Could you tell us why you think
such an increase for CRS should be given preference over other leg-
islative branch priorities? So you have got two questions there.

STATEMENT OF DANIEL P. MULHOLLAN

Mr. MuLHOLLAN. This is a question of why is CRS a priority for
the Congress. I would argue that it is the fact that we are a cost-
effective extension of congressional staff. In other words, we are a
shared pool of experts that helps each Member and every com-
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mittee. The Congress draws upon CRS to get thorough analysis,
that are context-based, and provide a framework for considering
and comprehending the issues and potential consequences of legis-
lative options. CRS supports equally the majority, the minority,
and each chamber. CRS is a shared resource, so each committee
and office does not have to acquire such expertise because you have
it available. CRS expertise and products are targeted to your
needs. CRS guarantees the confidentiality of all our work for you.

Given the need to sustain this shared pool of expertise, and rec-
ognizing the budget difficulty you face, half the request is for the
mandatories and price level increases. The next $3.6 million is to
keep us whole at the level of 729 FTEs. CRS is at a tipping point.
Three major factors contribute to this request.

One is that the level of expertise CRS must hire is greater than
it has been in the past and costs more. Back in 1995 our average
new hire was a GS-7 step 9. Today it is GS-13 step 9. You face
more compelling, complex, and interrelated problems, such as ter-
rorism and homeland security layered onto the massive domestic
issues that the Nation faces. The nature of your work dictates that
CRS hire individuals with high levels of formal education and spe-
cialized experience.

Second is staff participation in the newer retirement system. The
committee has been very supportive of CRS in our succession plan-
ning. To that end, we have been very thoughtful in identifying
what kind of expertise the Congress needs and who we need to
hire. As we lose our older employees, who for many years have par-
ticipated in the older Federal retirement system where the em-
ployer-paid portion of the benefit is 13.5 percent per employee. Vir-
tually all those coming into CRS are under the newer Federal em-
ployee retirement system, FERS. Under FERS, the employer-paid
benefit is 27 percent per employee, twice as much.

The third element is that in the past 10 years, with one excep-
tion, 1998, we faced a gap between what we have anticipated and
asked for with regard to the mandatory pay adjustments and what
was enacted. For example, in fiscal year 2004 the adjustment we
anticipated was 3.7 percent. What the President signed into law
was 4.42 percent. That caused a $400,000 shortfall in our budget
and that is four FTEs.

We are seeking a one-time catch-up to keep us whole on that
staffing level.

[The statement follows:]

PREPARED STATEMENT OF DANIEL P. MULHOLLAN

Mr. Chairman and Members of the Committee: I appreciate the opportunity to ap-
pear before you today to present the fiscal year 2006 budget request for the Con-
gressional Research Service (CRS). I also wish to express my gratitude to the Com-
mittee for its support of the Service’s budget requests in years past, as I am well
aware of the fiscal environment and the difficult funding decisions you face.

The Service’s request for fiscal year 2006 represents not a workload increase but
instead reflects our need to replenish the levels of staffing and resources required
to enable us to meet our statutory mission of serving all Members of Congress with
comprehensive, accurate, and timely research and analysis. As such, CRS’ fiscal
year 2006 budget request is composed of two parts: funding for our mandatory pay-
and inflation-related costs and two increases necessary to sustain our staff and re-
source capacities.

These are challenging times for lawmakers. The environment within which the
Congress works is fluid and dynamic, with multiple pressures vying every day for
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your attention and for the resources each Member is charged to manage. The major
policy issues facing Congress, such as the ongoing war efforts, Social Security re-
form, tax reform, immigration and border control, homeland security, and issues re-
lating to terrorism, are more complex, are politically charged, and have global con-
sequences. These and many other issues are complicated and multi-faceted. Con-
gress is functioning under ever-increasing pressures and expectations to be conver-
sant on all the issues and serve as an expert on virtually every topic as it delib-
erates these highly consequential issues.

CRS assists every Member and committee. Our assistance responds to your full
range of legislative needs, from identifying and evaluating authoritative, reliable
sources of research and information to offering and analyzing legislative and policy
options that might best address complex, high-stakes public policy problems. All of
our work is confidential and focuses solely, directly, and specifically on the needs
of the congressional community.

Everyone at CRS takes seriously the trust that the Congress has in our work. I
believe this trust is earned daily through the interactions CRS staff have with you
and your staff. Each of us at CRS, no matter what role we play, strives to improve
and excel in every aspect of the service that we provide.

FISCAL YEAR 2006 BUDGET REQUEST

Mr. Chairman, my fiscal year 2006 budget request presents to you only what CRS
needs to achieve its statutory obligations. I am keenly aware of the budgetary pres-
sures facing this Committee and the Congress. My responsibility as Director of CRS
is to weigh these pressures against the basic needs of the Service and to offer you
a fiscally responsible assessment of the condition of the Service.

The 2006 request would fully fund our mandatory and price-level increases, our
first and highest priority, along with two baseline adjustments that would enable
us to recuperate from shortfalls that are straining our ability to acquire staff and
research tools. Specifically, CRS is requesting a total of $105.289 million for fiscal
year 2006, an increase of $9.171 million over fiscal year 2005. The increase is com-
prised of $5.097 million for mandatory and price-level increases and $4.619 million
for increases to recover lost purchasing power. The request also includes a $544,000
reduction for the one-year funding provided last year to implement XML capacity.

STAFF CAPACITY

CRS’ strength is its people: 88 percent of our budget is devoted to staffing. The
remaining 12 percent of the CRS budget covers the non-personals expenses, the day-
to-day business operations of the Service, including the monthly phone bills, hard-
ware and software maintenance agreements, technology refreshment, and perma-
nently contracted operations. These non-personals costs offer little financial flexi-
bility for adding to staff capacity. Because our work is dependent on the skills and
abilities of the people, I am continually reviewing the composition of CRS’ staff so
that we have the right mix of individuals with the right expertise to assist the Con-
gress as it frames and considers major policy problems. CRS staff are ready to meet
today’s needs and, at the same time, are anticipating and preparing for the major
policy issues on the horizon.

CRS is proposing a one-time budgetary adjustment of $3.6 million to sustain its
staffing level of 729 full-time equivalents (FTEs). Without this additional funding
the Service would have to reduce permanently down to about 700 FTEs. There are
three factors contributing to the need for $3.6 million: CRS’ need to sustain a higher
level of staff expertise, the gap between the funding provided in the budget process
and the federal pay raises enacted, and the impact of a workforce shifting from the
old to the new federal retirement system.

The first factor evolves from the change in CRS’ workforce composition. The vari-
ety and range of expertise of CRS staff must match the expertise needed by the
Congress as it develops and undertakes its legislative agendas, both current and an-
ticipated. We routinely conduct two Service-wide examinations: to identify the major
policy areas Congress is likely to address and to assess and forecast the availability
of CRS experts to assist the Congress in those issue areas. The results of these as-
sessments guide my decision-making in our annual staffing plan and subsequent
staffing selections. The nature of your legislative work requires a higher level of
CRS expertise. As we recruit and interview prospective employees, we are finding
that the work competencies we need are best met by those seeking positions in the
higher general schedule pay ranges. This is confirmed by CRS statistics on new
hires: in the period from fiscal year 1995 to the present, the grade level of the aver-
age CRS hire has increased from a GS-7, Step 9 to a GS-13, Step 9. The complex
and often technical nature of the policy problems you face requires us to ensure that
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we have the right expertise to correspond to the myriad sources having stakes in
the policy outcomes of your work.

The second factor contributing to the need for this baseline increase is the cumu-
lative shortfall in funding that has resulted from pay raises enacted at a higher rate
than provided for in the Legislative Branch annual appropriations, albeit you have
provided what we asked for. Since 1995, with the exception of 1998, the Service’s
budget has been increased for staff salary and benefits costs in an amount less than
what was ultimately required by law to be paid to the employees. For example, in
fiscal year 2004, the budget process anticipated an annual rate increase of 3.7 per-
cent; however, the actual enacted pay raise was 4.2 percent, costing CRS about
$400,000 (or four FTEs) more to sustain the current staff. The cumulative impact
over the past ten years contributes to the need for our current budget request for
sustaining staff capacity.

It is costing the Service more to subsidize retirement benefits. As of right now,
about 42 percent of the CRS workforce participates in the Civil Service Retirement
System (CSRS). Based on fiscal year 2004 data, a CSRS participant is costing the
agency about 13.5 percent in employer-paid fringe benefits. This compares to the 27
percent in employer-paid benefits for a Federal Employee Retirement System
(FERS) employee. For the past few years, virtually all of the CRS retirements are
staff participating in CSRS, while the majority of new hires are eligible to partici-
pate only in the more expensive FERS. As the proportion of the FERS workforce
continues to grow, the fiscal impact has been, and will continue to be a dramatic
rate of increase in agency costs.

The budget I am requesting will allow CRS to rebuild and replenish to its author-
ized ceiling of 729 FTEs, the staffing level needed to sustain current services. A sin-
gle example will allow me to illustrate the level of service that I am committed to
providing to the Congress and that the Congress has come to expect from this agen-
cy. When the congressional leadership last July identified the newly released 9/11
Commission report as its top priority, CRS acted. Within one week over 70 CRS an-
alysts and information professionals came together to provide Members with thor-
ough analyses of the report. Those analyses were context-based, providing a frame-
work for considering and comprehending the report’s contents in view of other rel-
evant factors and their potential impact. Most importantly, we provided real-time,
round-the-clock analysis. We were ready when your deliberations began and re-
mained at your side as you considered the Commission’s recommendations and as
you took steps to enact the policy changes deemed most appropriate.

We were able to provide this kind of specialized and close support because our
staff work collaboratively across disciplines, are experts in their fields, and are
available on-demand to consult individually with Members and committees. Because
of our proximity to the Congress, because of the close working relationship we enjoy
with you and your staff, and because our experts prepare analyses that benefit the
entire congressional audience, we were able to deliver the services Congress has
mandated and come to expect. This is the kind of work the Congress has outlined
for CRS in our organic statute. However, our ability to sustain this level of assist-
ance, as you deliberate the wide range of policy problems facing the Nation, will be
in jeopardy if our staffing capacity is reduced further.

CRS is a cost-effective extension of congressional staff. As a shared pool of ex-
perts, CRS has the ability both to address high-priority issues from a multi-discipli-
nary perspective and to provide a wide range of high-level, specialized expertise. In-
dividual committees and Members could not retain such a valuable resource for
their own offices, but CRS, as a centralized, shared pool, proves to be very cost-effec-
tive when meeting total congressional demand.

CRS RESEARCH MATERIALS

The third component of my request is a one-time, $1 million baseline adjustment

for research materials. There are a number of critical electronic materials contin-
ually requested by our subject-matter experts that CRS is currently unable to pro-
cure.
Annually, the Service carefully considers each subscription and database renewal
to ensure that the available funding is used to acquire only the highest priority ma-
terials. Even with this close scrutiny and the elimination of lesser used items, CRS
has barely been able to maintain a stable inventory of the resources most pertinent
to our work, let alone add any newly requested resources. However, sound analysis
depends on authoritative sources covering the full range of subject areas that the
Congress may consider.

CRS’ work requires materials that are timely and authoritative, particularly in
emerging public policy issue areas, such as homeland security and global terrorism.
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Your approval of our fiscal year 2006 request would enable us to buy resources such
as Oxford Analytica, Inside Washington publications, prescription-drug proprietary
databases, and the PIERS database. These represent highly specialized and tech-
nical research resources and are not acquired by the Library of Congress for CRS
use. These materials are, however, available to others who provide you information
and who lobby for particular positions and policy outcomes. Without access to those
resources, CRS experts’ capacity to capture the range of knowledge available on an
issue, to prepare you for challenges you may face in defending your position, and
to provide you with the consequences of policy options is diminished.

MANAGEMENT INITIATIVES

Congress holds me accountable for managing responsibly, and in the last 11 years
I have gratefully undertaken that charge. I take seriously my responsibility to as-
sure you that the budgetary support you give the Service results in a cost-effective
organization that is dedicated to its statutory mission and that offers you the high-
est quality of service. I would like to take this opportunity to summarize briefly
some actions I have and continue to take that reflect this commitment.

We continually examine and adjust our organizational structure to maximize di-
rect service to the Congress. We consolidated some CRS facilities in the House con-
gressional buildings with the assistance of the Committee on House Administration.
We made use of flexible hiring programs, such as the Presidential Management Fel-
lows and Hispanic Association of Colleges and Universities (HACU) programs. We
have taken advantage of the cost savings that can be achieved through outsourcing
by implementing contracting services for our messenger service, copy operations,
and technology help-desk, and continually seek out new opportunities.

Another initiative affecting personnel and improving efficiency is the reorganiza-
tion of our information professionals into a single organizational unit. The thrust
behind this major re-engineering effort is to increase collaboration between informa-
tion professionals and analysts, which in turn will maximize efficiencies. Through
collaboration each functional unit can ensure that the work is handled by the indi-
vidual with the appropriate expertise to accomplish that work.

Earlier I noted that 88 percent of CRS’ budget is salaries and benefits. The re-
maining 12 percent also merits close attention in my efforts to streamline. Although
this 12 percent of the CRS budget represents our relatively fixed costs, we look care-
fully at those costs to see if any component of that expenditure can be reduced or
eliminated. To achieve this we conduct an annual “zero scrub” of the entire CRS
budget. We look at every single cost category from the ground up; we do not simply
roll over the budget for these categories from one year to the next. Also, we have
initiated audits of every on-going activity within CRS. These comprehensive audits
will help us to continue to secure a well-executed and cost-effective program, with
the assurance that every dollar spent contributes to the Service’s singular mission.
I hope that you would contact me directly if you have any concerns about our man-
agement activities, processes, or direction.

CONCLUSION

In closing, Mr. Chairman, I appreciate the opportunity to inform the Committee
about the state of CRS and the near-term challenges we face in our continuing abil-
ity to serve the Congress. As the first branch of government, the Congress must en-
sure that it maintains its independent capacity to analyze the complex challenges
that the Nation confronts, especially during a time of war. I hope that you agree
that CRS contributes significantly to this independent capacity and that we are ful-
filling our mission in a way that warrants your ongoing support. I am, of course,
always available to answer any questions that the Committee may have.

CONGRESSIONAL RESEARCH SERVICE RESPONSE TIME

Senator ALLARD. Thank you for your explanation.

Are you measuring the length of time it takes you, or do you
have some idea about the length of time it takes you to respond
to the average Congressional request?

Mr. MULHOLLAN. The majority of information requests are an-
swered in 24 hours. But a significant amount of time can be spent
on more complex questions—for instance, a study for a committee
dealing with, let us say, prescription drug pricing and what
changes are being considered in medicare benefits. The use and
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manipulation of the drug pricing database can take several
months—and that could be considered one request.

Meanwhile, let us say an LA calls and says, “I have a Member
who is looking at this language; can you explain this language to
me? We have just gotten it and the subcommittee meeting is in a
half hour.” So it is also this kind of rapid-response expertise that
is drawn upon daily by the Congress.

PERFORMANCE MANAGEMENT

Senator ALLARD. As you can tell, for those of you here at the
table and in future testimony, I have a lot of interest in perform-
ance and measurement. We require that on executive branch agen-
cies. We do not require it on the legislative branch. But I do think
that we ought to set an example here in the legislative branch for
the rest of the agencies. So I am going to request more and more
definitive assessment through what we call GPRA, Government
Performance and Results Act.

I think it has been a good business tool. When I did my business,
I set goals that were measurable, measured them, and then it
helped me evaluate as a manager in my own business exactly
whether we were meeting those goals or not.

So some of my questions are being laid out to prepare you a little
bit for when we get into the next year and then I will be asking
questions about how you are doing setting down performance
standards and then measuring the results. I think as administra-
tors it helps us all understand what is going on and then we can
focus on results and do not have to focus about the nitty-gritty of
management, we will leave that to you, but we just look at results
and then we have something that is measurable, hopefully.

CRS PERFORMANCE MEASUREMENT

Mr. MULHOLLAN. Mr. Chairman, may I add for the Congressional
Research Service, we welcome that. We have been spending a sig-
nificant amount of time on considering meaningful performance
measurements. You can look at the workload measures that we
have identified. I think there are significant success stories. For ex-
ample, in fiscal year 2002 we responded to a total of 811,000 re-
quests, and in fiscal year 2004 we responded to almost 900,000 re-
quests.

We break that down further, for example to track hits on the
CRS web site, which is solely for use by the Congress. No one else
has the depth of expertise covering roughly 170 major public policy
areas, where you can have it targeted to meet the needs of each
chamber, whether in committee or on the floor, and where the
analysis anticipates the consequence of your decisions there. We
have now, almost 5,000 reports, continually updated on more than
300 issues and available for the Congress. Two years ago we had
4,000. So it is an additional 1,000 reports that we are keeping up-
dated along this line.

Another measure is e-mail exchanges. Following up with a Con-
gressional request we now have an encrypted e-mail exchange be-
tween the Senate and the House and ourselves. As a consequence
of that effort, last year we counted 77,000 exchanges. As of the first
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quarter of the current fiscal year, we have seen a 13 percent in-
crease from last year.

So our measures I think on our focused assistance are good and
solid, and we are working to improve them.

Senator ALLARD. Very good. Thank you.

LIBRARY OF CONGRESS PERFORMANCE MEASUREMENT

Dr. BILLINGTON. Mr. Chairman, let me just add——

Senator ALLARD. Dr. Billington.

Dr. BILLINGTON [continuing]. A point, that we are not actually
required to use the Government Performance and Results Act, but
we do use it as a guide.

Senator ALLARD. I am glad to hear that.

Dr. BILLINGTON. I would only say also that, as we were just say-
ing with the Open World program, which actually is a separate line
item but I happen to chair the board, so I am happy to answer for
it and it is in the legislative branch as well, in that as in the Li-
brary as a whole performance has to be seen over a long period of
time. One would have said that there was very little justification
for keeping old German archaeological records. Every other library
in the world discarded them. But when it came to verifying wheth-
er the tanks that did the flanking motion in southern Iraq would
sink in the sand or be able to sustain them, it was that kind of ma-
terial that enabled them to verify, because the Germans pedan-
tically reported how much they dug and how long it took, with
what kind of shovel, in Mesopotamia, which is where a lot of the
archaeology was.

So what I am saying is that having this extra margin, which is
what we are talking about when we talk about the need for acquisi-
tions and the use of our overseas offices—Islamabad, Cairo, all
these places—where valuable information is gathered that really
does not exist anywhere else, it is a long-term investment. You do
not know when you are going to cash in the investment, but it is
of incalculable value to have so much knowledge because you can-
not possibly anticipate what kinds of questions are going to be es-
sential for this country.

Senator ALLARD. I recognize the complexities of getting measur-
able goals out there. It is not always easy. And I recognize the fact
that you cannot look at it just on a short-term basis, but you do
need to collect this data on an annual basis and see over a trend
line over several years, and then that gives you some idea of how
your programs are operating.

Dr. BILLINGTON. Oh, absolutely, and we welcome it. And as I say,
we try to follow these guidelines.

Senator ALLARD. That is one of the issues I am going to take a
little time exploring with all the legislative agencies.

Thank you, Dr. Billington. Thank you, General Scott. Dan, thank
you, and Mr. Mulhollan. I appreciate your testimony. Thank you.

General ScoTT. Thank you, sir.

ADDITIONAL COMMITTEE QUESTIONS

Senator ALLARD. Also, we will be making your full statement a
part of the record.
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If there are any additional questions, they will be submitted to
you for your response.

[The following questions were not asked at the hearing, but were
submitted to the Library for response subsequent to the hearing:]

QUESTIONS SUBMITTED BY SENATOR WAYNE ALLARD
IMPACT OF TECHNOLOGY

Question. According to LOC’s budget justification, “To help researchers quickly
find information that is relevant, authoritative and verifiable, the Library must
adapt its traditional strengths of acquiring, describing, serving and preserving infor-
mation to an environment that is not bound by time or physical space.” How do you
balance the Library’s traditional mission with this new requirement? How does tech-
nology help streamline and make more cost-effective the Library’s ability to meet
its mission, and even reduce costs?

Answer. The Library’s traditional mission is being pushed by the expectations of
users, who increasingly demand and rely on electronic resources in addition to the
traditional reference, descriptive, and access services for physical collections that
the Library provides. While the Library continues to make accessible and preserve
its print and multimedia collections, it requires additional resources and new skill
sets among staff to purchase and serve electronic resources such as subscription
databases, which are the cornerstones of research in many academic disciplines
today.

Technology enables the Library to increase its services to the Congress and to its
other constituencies in many ways:

—Entire Library collections of primary source materials are available online via
American Memory and Global Gateway to be shared in libraries and classrooms
around the country and around the world.

—Reference questions are asked and responded to via the Web.

—Guides to Library manuscript and other special format collections are available
online for researchers to peruse before they come to the reading rooms, making
their time in the Library more productive.

—Catalogers are pioneering Electronic Data Interchange (EDI) applications to
share bibliographic and authority control records with other national libraries
and library services vendors.

—Publishers share pre-publication galleys of books electronically with the Cata-
loging in Publication (CIP) program to streamline cataloging processes and
shorten publication time.

The Library offers direct services to Congress electronically as well. “LCnet”
premiered this spring as an online portal devoted solely to Members of Congress
and their staff to interact with the Library on a number of fronts—to reserve rooms
and plan special events, to arrange tours for constituents, to receive customized cal-
e}rlldars of Library events, and to fulfill other special services or information needs
that arise.

CVC TUNNEL

Question. The Capitol Visitor Center will include a tunnel to the Library of Con-
gress’ Jefferson Building. Do you have any estimate of how much visitation will in-
crease? Will you need additional staff for tours or security? Do you plan any new
activities that will necessitate additional resources?

Answer. The number of visitors to the Library could triple to more than three mil-
lion annually with the opening of the Capitol Visitor Center tunnel. Should the
number of visitors exceed building safety requirements, the entrance through the
tunnel to the Thomas Jefferson Building will be limited on an hourly basis or
through a ticketing system. At present, we are assuming that security screening will
take place on the Capitol Visitor Center side and that visitors entering the Library
through the tunnel will not be re-screened.

The Library is studying the impact the Capitol Visitor Center tunnel will have
on the level of visits to the Thomas Jefferson Building in particular and to the Li-
brary and its services for visitors as a whole. Planning is underway to enhance the
visitor experience, and it is not yet clear whether the experience will be largely self-
guided and enhanced by interactive kiosks and audio tours, or whether it will be
more traditionally led by staff and volunteer docents. Internal and external plan-
ning expertise is being deployed on this front, and the results of these consultations
will determine whether additional resources will be necessary.
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BOOKS FOR THE BLIND AND PHYSICALLY HANDICAPPED

Question. The Library has been working for several years to develop a design for
a “digital talking book” to replace the current cassette tape system to make books
available to the blind. When do you expect to need the funds necessary to begin the
full conversion to the digital format? How much will be required in total?

Answer. The National Library Service for the Blind and Physically Handicapped
projects that a total of approximately $76.5 million will be required to fund the tran-
sition from analog cassette to a digital format over a period of four years. An initial
request of approximately $19 million will be submitted in fiscal year 2007.

NATIONAL DIGITAL INFORMATION INFRASTRUCTURE AND PRESERVATION PROGRAM

Question. Library has been spearheading a $100 million effort aimed at pre-
serving “born-digital” materials. There are now 8 NDIIP grantees/partners, who
were awarded $14.5 million. What has been accomplished to date and what do you
expect to accomplish in the year ahead? Why is the Library requesting a waiver for
state government entities of the dollar-for-dollar match requirement? Do you antici-
pate additional funds will be needed in the future for this effort? Are other federal
agencies, such as the National Archives, providing resources for this effort?

Answer. NDITPP Accomplishments to date and expected accomplishments include
the following:

—The goal of the NDIIPP is to build a national preservation program for reliable
digital content. The Library is following the plan approved by Congress in 2002,
executing three areas of investment: building a network of partners to share in
this responsibility; developing the technical architecture to support that net-
work (standards and protocols); and creating the tools for digital preservation.
Continuing investment in these three areas is expected in the coming years.

—An 18-month test of 6 existing technical architectures was completed with 4
other large research libraries. This work advances the development of the archi-
tecture necessary support a network of partners.

—NDIIPP launched its first partners in January 2004—8 consortiums with a total
of 36 organizations to collect at risk digital content in excess of 60 terabytes.
The content is diverse and consists of web sites, social science data sets, geo-
spatial materials, business history, and digital television programming. These
partners provided $15 million in pledged matching funds over the next 3 years.

—A Copyright Working Group, made up of representatives of the content creator/
distributor communities, libraries, and archives, was just launched to examine
Section 108 of the copyright law dealing with libraries and archives. This work
is sponsored by NDIIPP working with the U.S. Copyright Office. The working
group will make recommendations to Congress about revisions to the law.

—Working with NSF, the Library is funding 7 advanced research grants for devel-
oping tools and techniques for digital preservations.

—The Library is working with E-Archives, the San Diego Super Computer Center
and the Los Alamos National Laboratories to develop repository software for
archiving different types of digital content.

In 2005, we are developing a program to bring state and local organizations into
the preservation network. The request for a waiver results from the Library’s expe-
rience in building collaborative NDIIPP relationships in the last few years. The Li-
brary recognizes that there are limited discretionary funds available, especially from
state governmental entities, to meet common digital preservation challenges faced
by all preserving institutions. Building sustainable preservation network partner-
ships is a long-term process. By requesting the state waiver, the Library plans to
encourage the active building of broad collaborative relationships within and among
state entities. By not subjecting these entities immediately to the match provision,
the Library hopes to catalyze states to seek out building sustainable long-term col-
laborative relationships during and after the grant period, and not before.

The Library does not anticipate additional funds, beyond that which already has
been authorized for NDIIPP, will be needed to execute the NDIIPP program by
2010.

The Library works collaborative with other federal agencies through their partici-
pation in the National Digital Strategy Advisory Board (NDSAB), joint participation
in developing technical digital preservation guidelines and best practices, and their
work with the Library’s collaborating partners in the NDIIPP program. Other fed-
eral agencies do not provide direct resources to the Library and its NDIIPP pro-
gram.
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OUTSOURCING

Question. Is the Library seeking opportunities to outsource any activities, as a
way to reduce costs? Please explain.

Answer. The Library outsourced a significant number of activities and continually
seeks to identify additional activities that are appropriate for outsourcing in order
to improve service, reduce cost, increase responsiveness, and promote efficiency in
the agency. Some examples of activities that are currently outsourced include:

—Infrastructure support services (custodial services, food services, furniture and
furnishings installations and maintenance, trash removal and recycling pick-up,
vehicle leases, secure mail operations, messenger service, graphics and design
services, etc.)

—Human Resource Services (employee assistance program, retirement services,
management of personnel records, job analysis, selected training, etc.);

—Information technology (help desk and user support);

—Security (security within reading rooms, exhibit areas, and outlying annexes,
and ID card and finger printing functions);

—Financial (payroll processing, travel services, implementation of new financial
systems, etc.); and

—Program support (translation services, receptionist support).

In addition, several of the Library’s major programs are either outsourcing some
of their work or investing in outsourcing pilots. For example:

—Library Services has issued a contract to an Italian bookseller for a pilot project
in which Italian books bought for the collection will also be cataloged by the
bookseller. If this pilot is successful, outsourcing the cataloging of some of the
foreign language collections is a possibility—both to reduce costs and to gain
language expertise that is not always available on staff.

—The Copyright Office outsourced its registration certificate production (i.e.,
printing and quality checking for over half a million copyright registration cer-
tificates per year). In addition, data entry of titles from recorded copyright docu-
ments, totaling anywhere from 300,000 to 500,000 titles per year, and con-
tracting for selected divisional IT technical support are partially outsourced.

—The Law Library outsourced work related to its Global Legal Information Net-
work (GLIN), including scanning of documents, data input, and quality control
of laws, regulations and other legal sources that comprise the GLIN. The Law
Library has also outsourced a number of core services related to collection man-
agement, such as processing new receipts, binding preparation, loose leaf filing
and shelving.

—In addition to actions taken and planned within the Library, the Congressional
Research Service (CRS) has done a significant amount of outsourcing and con-
tinues its efforts to seek out additional opportunities. In response to the recent
Legislative Branch Agency Self-Certification Survey, CRS described a number
of activities that have been outsourced and for which the tangible benefits have
already been factored into the Service’s annual Operating Plan. Over the past
eight to ten years, CRS has permanently outsourced a number of on-going busi-
ness activities, including its messenger service; mail operations; copy centers;
technology help-desk and user support; foreign language translations; recep-
tionist positions; job analysis; graphics design work; and general laborers/mov-
ers. CRS utilizes contractors to produce specific deliverables within a limited
timeframe where securing in-house capability is not warranted given the tem-
poral nature of the need. Examples of this type of outsourcing include library
support functions; professional librarians; on-site group training and staff devel-
opment services; assistance with developing a performance management sys-
tem; professional survey instruments; professional services to help develop new
authoring policies and procedures as well as meeting federal archiving obliga-
tions under the Federal Records Act; and cataloguing services.

Savings gained through these outsourcing measures has provided CRS with some
interim financial flexibility to absorb cost increases in other aspects of the Service’s
budget, e.g., software maintenance, research materials, employer-paid benefits costs
for staff, and staff performance awards. While the Service believes that it has
reached a level of critical mass with paring down its expenses and defraying un-
avoidable cost increases, CRS continually evaluates its programs, activities, and
projects to determine the feasibility of undertaking them through outsourcing mech-
anisms.

Further, CRS conducts in-depth program/financial audits of each of its on-going
business activities every two years to ensure that the level of service is both appro-
priate for and contributes directly to meeting the mission and strategic objectives
and performance targets set forth by the Director. In addition to the on-going activ-



47

ity reviews/audits, CRS conducts other internal studies to assess organizational
structure or performance in comparison to the Service’s total program needs. The
results of these studies inform business decisions about the proper skills levels and
mix needed throughout the Service, the right distribution of those skills and capac-
ities, and the most cost effective way to deliver the skills and capacities—specifi-
cally, via in-house staffing or by outsourcing. Using information gleaned from its
quarterly/annual performance reviews and annual management control reviews,
CRS is continually probing its own operation to ensure that every aspect of the day-
to-day business is carried out in the most efficient and cost-effective way possible
and contributes to the singular goal of meeting the analytic research and informa-
tion needs of the Congress.
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ACCOMPANIED BY:
GENE DODARO, CHIEF OPERATING OFFICER
SALLYANNE HARPER, CHIEF ADMINISTRATIVE OFFICER
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Senator ALLARD. Now we will call the Government Accountability
Office (GAO), please. We are having Mr. David Walker, Comp-
troller General; Gene Dodaro, Chief Operating Officer; and
Sallyanne Harper, Chief Administrative Officer; and then Stan
Czerwinski, who is our Controller.

Mr. Walker, when you are ready you may proceed. We will ask
that you limit your testimony to 5 minutes or so, and we will go
into question and answer. We will make your full statement part
of the record.

OPENING REMARKS

Mr. WALKER. Thank you, Mr. Chairman. It is a pleasure to be
back before this subcommittee to talk about our fiscal 2006 budget
request. As you mentioned, accompanying me on my immediate
right, Sallyanne Harper, our Chief Administrative Officer and
Chief Financial Officer; on her right, Stan Czerwinski, about whom
you had very kind comments, our Controller; on my left, Gene
Dodaro, our Chief Operating Officer. We appreciate your having us
before you, because all of these individuals and others have played
an important part in putting together this budget submission.

I respectfully request, Mr. Chairman, that my entire statement
be included in the record. Therefore, I will summarize the high-
lights.

Senator ALLARD. So ordered, without objection.

Mr. WALKER. Thank you very much.

As you know, Mr. Chairman, GAO is the third largest agency in
the legislative branch based upon budget authority. Our job is to
help the Congress discharge its constitutional responsibilities, basi-
cally geared toward helping to improve the performance of Govern-
ment and assure the accountability of Government for the benefit
of the American people. I was encouraged and had a very favorable
reaction to your conversation before about performance and results.

I would note that we voluntarily comply with the Government
Performance and Results Act. Our objective is not just to comply
with the Act; it is to lead by example and to be the best in Govern-
ment in anything that we do. I would respectfully suggest that
when you have a chance you may want to take a look at GAO’s Fis-
cal Year 2004 Performance and Accountability Highlights Report,
because I think you will be proud of what it has to say.

(49)
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We have an important philosophy of leading by example, because
we are the agency that audits, investigates, and evaluates others.
Therefore, I believe we have a responsibility to be as good or better
than the agencies we audit, investigate or evaluate. This adds to
our effectiveness as well as our credibility. In fact, one of our four
goals under our strategic plan for serving the Congress is to be a
model Federal agency and a world class professional services orga-
nization.

MEASURING SUCCESS

We have four key success measures: results that are outcome
based, not activity based; the feedback we get from clients; what
our most valuable asset, our employees, say about us; and what our
partners within and outside of Government, say about us, namely
whether we are a good partner.

For fiscal year 2004 we had record results, all-time record results
for GAO. For example, we achieved $44 billion in financial benefits,
a $95 return for every dollar spent by GAO—an all-time record.
Number one in the world, nobody is even close. Second, with regard
to clients, a 97 percent client satisfaction rate. Also, an all-time
record. With regard to employees’ views on our overall operations
and work environment, GAO will probably receive one of the high-
est ratings in the federal government based upon past reported ac-
tivity. With regard to our partners, we get very positive feedback.

With regard to our budget, we are very well aware that the fed-
eral government faces a large deficit and a long-range fiscal imbal-
ance. Therefore, for several years we have tried to lead by example
in this regard as well. We have had very modest budget requests,
as is the case this year.

There is some risk, Mr. Chairman, in trying to lead by example
in this regard, because it means that we count on you, your capable
staff, and others to make sure that there is a level playing field in
scrubbing these budget requests before you make final decisions.
For example, if this subcommittee were to approve the request of
every legislative branch agency—and I know you are unable to do
that because of the fiscal pressures—and if you were to see how
much of a budget increase would have been achieved in the last 3
years, from fiscal years 2004 to 2006, versus the average for the
legislative branch, GAQO’s increase if we got everything that we
asked for, which is based on need versus want, would be a total
of 7.4 percent. That is basically inflation. The average for the legis-
lative branch would be 18.4 percent.

So I would respectfully suggest, Mr. Chairman, that it is impor-
tant not just to look at 1-year budget requests, but also to look, as
you pointed out before, at the trendline of what has happened over
the last several years, where do things stand on a relative basis as
well as hopefully be able to look at return on investment. By hav-
ing a modest budget request and a strong return on investment, we
hope that puts us in a strong position to get our fair share.

PREPARED STATEMENT

The last thing I would say, Mr. Chairman, is I appreciate this
subcommittee’s past support of GAO. I look forward to working
with you. I congratulate you on your appointment to the chairman-
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ship, and I know that it is going to be a tough year and series of
years. But I think by focusing on minimizing budget requests,
maximizing return on investment, and focusing on positive, out-
come-based results, I hope that it will make your job a little bit
easier.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF DAVID M. WALKER

Mr. Chairman and Members of the Subcommittee: I am pleased to appear before
you today in support of the fiscal year 2006 budget request for the U.S. Government
Accountability Office (GAO). This request is necessary to help us continue to sup-
port the Congress in meeting its constitutional responsibilities and to help improve
the performance and ensure the accountability of the federal government for the
benefit of the American people.

We are grateful to the Congress for providing us with the support and resources
that have helped us in our quest to be a world-class professional services organiza-
tion. I am proud of the work we accomplish as we continue to provide our congres-
sional clients with professional, objective, fact-based, non-partisan, non-ideological,
fair, balanced, and reliable information in a timely manner regarding how well gov-
ernment programs and policies are working and, when needed, recommendations to
make government work better. We believe that investing in GAO produces a sound
return and results in substantial benefits to the Congress and the American people.
In the years ahead, our support to the Congress will likely prove even more critical
because of the pressures created by our nation’s current and projected budget deficit
and long-term fiscal imbalance. These fiscal pressures will require the Congress to
make tough choices regarding what the government should do, how it will do its
work, who will help carry out its work in the future, and how government will be
financed in the future.

We summarized the larger challenges facing the federal government in our re-
cently issued 21st Century Challenges report.! In this report, we emphasize the crit-
ical need to bring the federal government’s programs and policies into line with 21st
century realities. Continuing on our current unsustainable fiscal path will gradually
erode, if not suddenly damage, our economy, our standard of living, and ultimately
our national security. We, therefore, must fundamentally reexamine major spending
and tax policies and priorities in an effort to recapture our fiscal flexibility and en-
sure that our programs and priorities respond to emerging security, social, eco-
nomic, and environmental changes and challenges in the years ahead. I believe that
f}AO can be of invaluable assistance in helping the Congress address these chal-
enges.

My testimony today will focus on our (1) performance and results with the fund-
ing you provided us in fiscal year 2004, (2) streamlining and management improve-
ment efforts under way, and (3) budget request for fiscal year 2006 to support the
Congress and serve the American people.

SUMMARY

In summary:

—The funding we received in fiscal year 2004 allowed us to audit and evaluate
a number of major topics of concern to the nation and, in some cases, the world.
For example, we reported on the reconstruction efforts in Afghanistan and Iraq;
important concerns about pay and other support for the National Guard and Re-
serve forces; numerous topics related to homeland and national security, includ-
ing improving operations of the Departments of Homeland Security and De-
fense; curbing the use of counterfeit identity documents; and making the na-
tion’s transportation system safer from potential acts of terrorism. We also con-
tinued to raise concerns about the nation’s long-term fiscal imbalance, summa-
rized key health care statistics and published a proposed framework for related
reforms, and provided staff support for the 9/11 Commission. In fiscal year
2004, we exceeded or equaled our all-time record for six of our seven key per-
formance indicators while continuing to improve our client and employee feed-
back results. I am especially pleased to report that we documented $44 billion
in financial benefits—a return of $95 for every dollar spent, or $13.7 million per

1GAO, 21st Century Challenges: Reexamining the Base of the Federal Government, GAO-05—
325SP (Washington, D.C.: February 2005).
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employee. In fiscal year 2004, we also recorded 1,197 other benefits that could
not be measured in dollar terms including benefits that helped to change laws,
to improve services to the public and to promote sound agency and government-
wide management. Also, experts from our staff testified at 217 congressional
hearings covering a wide range of important public policy issues during fiscal
year 2004.

—Shortly after I was appointed Comptroller General, I determined that our agen-
cy would undertake a transformation effort. This effort is consistent with the
elements of House Report (H. Rpt.) 108-577 that focus on improving the effi-
ciency and effectiveness of operations at legislative branch agencies. Our trans-
formation effort has enabled us to eliminate a management layer, streamline
our organization, reduce our overall footprint, and centralize many of our sup-
port functions. Currently, over 50 percent of our support staff are contractors,
allowing us to devote more of our staff resources to our mission work. We re-
cently surveyed managers of agency support operations and identified addi-
tional activities that potentially could be filled through alternative sourcing
strategies. In fiscal years 2005 and 2006, we will further assess the feasibility
of using alternative sourcing for these activities. I would be pleased to brief you
at a later date on our preliminary analyses.

—In developing our fiscal year 2006 budget, we have taken into consideration the
overall federal budget constraints and the committee’s desire to lead by exam-
ple. Accordingly, we are requesting $493.5 million which represents a modest
increase of 4 percent over fiscal year 2005. This increase is primarily for man-
datory pay costs and price level changes. This budget request will allow us to
continue to maximize productivity, operate more effectively and efficiently, and
maintain the progress we have made in technology and other areas, but it does
not allow us sufficient funding to support a staffing level of 3,269—the staffing
level that we requested in previous years. Even as we are tempering our budget
request, it needs to be acknowledged that there are increasing demands on
GAO’s resources. For example, the number of congressional mandates for GAO
studies, such as GAO reviews of executive branch and legislative branch oper-
ations, has increased more than 15 percent since fiscal year 2000. While we
have reduced our planned staffing level for fiscal years 2005 and 2006 in order
to keep our request modest, we believe that the staffing level we requested in
previous years is a more optimal staffing level for GAO and would allow us to
better meet the needs of the Congress and provide the return on investment
that both the Congress and the American people expect. We will be seeking
your commitment and support to provide the funding needed to rebuild our
staffing levels over the next few fiscal years, especially as we approach a point
where we may be able to express an opinion on the federal government’s con-
solidated financial statements.

FISCAL YEAR 2004 PERFORMANCE AND RESULTS

In fiscal year 2004, much of our work examined the effectiveness of the federal
government’s day-to-day operations, such as administering benefits to the elderly
and other needy populations, providing grants and loans to college students, and col-
lecting taxes from businesses and individuals. Yet, we remained alert to emerging
problems that demanded the attention of lawmakers and the public. For example,
we continued to closely monitor developments affecting the Iraq war, defense trans-
formation, homeland security, social security, health care, the U.S. Postal Service,
civil service reform, and the nation’s private pension system. We also informed pol-
icymakers about long-term challenges facing the nation, such as the federal govern-
ment’s financial condition and fiscal outlook, new security threats in the post-cold
war world, the aging of America and its impact on our health care and retirement
systems, changing economic conditions, and the increasing demands on our infra-
structure—from highways to water systems. We provided congressional committees,
members, and staff with up-to-date information in the form of reports, recommenda-
tions, testimonies, briefings, and expert comments on bills, laws, and other legal
matters affecting the federal government. We performed this work in accordance
with the GAO Strategic Plan for serving the Congress, consistent with our profes-
sional standards, and guided by our core values. See appendix I for our Strategic
Plan Framework for serving the Congress and the nation.

Outcomes of Our Work

In fiscal year 2004, our work generated $44 billion in financial benefits, primarily
from recommendations we made to agencies and the Congress (see fig. 1). Of this
amount, about $27 billion resulted from changes to laws or regulations, $11 billion
resulted from agency actions based on our recommendations to improve services to



53

the public, and $6 billion resulted from improvements to core business processes,
both governmentwide and at specific agencies, resulting from our work (see fig. 2).
Our findings and recommendations produce measurable financial benefits for the
federal government when the Congress or agencies act on them. The funds that are
saved can then be made available to reduce government expenditures or be reallo-
cated to other areas. The monetary effect realized can be the result of changes in
business operations and activities; the structure of federal programs; or entitle-
ments, taxes, or user fees.

Figure 1: GAO’s Financial Benefits

Dollars in billions
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Source: GAO.
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|
Figure 2: Types of Financial Benefits Recorded in Fiscal Year 2004 from Our Work

Financial Benefits
Total $44 billion

$6.2 billion
(14.1%)

$11.1 billion
(25.2%)

$26.7 billion
(60.7%)

Categories
_| Agencies acted on GAQ information to improve services to the public
. Information GAQ provided to the Congress resulted in statutory or regulatory changes

. Core business processes improved at agencies and governmentwide management reforms
advanced by GAO's work

Source: GAO.

For example, financial benefits could result if the Congress were able to reduce
its annual cost of operating a federal program or lessen the cost of a multiyear pro-
gram or entitlement. Financial benefits could also result from increases in federal
revenues—due to changes in laws, user fees, or sales—that our work helped to
produce. Financial benefits included in our performance measures are net benefits—
that is, estimates of financial benefits that have been reduced by the costs associ-
ated with taking the action that we recommended. Figure 3 lists several of our
major financial benefits for fiscal year 2004 and briefly describes some of our work

contributing to financial benefits.

FIGURE 3.—GAQ'S SELECTED MAJOR FINANCIAL BENEFITS REPORTED IN FISCAL YEAR 2004

Description Amount

Eliminated Medicaid’s upper payment limit loophole. We identified a weakness in Medicaid’s upper payment
limit methodology that allowed states to make excessive payments to local, government-owned nursing fa-
cilities and then have the facilities return the payments to the states, creating the illusion that they had
made large Medicaid payments in order to generate federal matching payments. Closing the loophole pre-
vented the federal government from making significant federal matching payments to states above those
intended by Medicaid. The amount shown represents the net present value of estimated financial benefits
for fiscal years 2005 and 2006—the final years for which benefits can be claimed. ..........ccocoorrevrrrerirs $

Updated the Consumer Price Index (CPI). We recommended that the Bureau of Labor Statistics periodically
update the expenditure weights of its market basket of goods and services used to calculate the CPI to
make it more timely and representative of consumer expenditures. The bureau agreed to do this every 2
years, and the CPI for January 2002 reflected the new weights. For federal programs that use the CPI as
an index for determining benefits, the adjustments have resulted in decreased federal expenditures (e.g.,
reduced Social Security cost-of-living adjustments) and increased federal revenues, such as reductions in
the growth of personal exemptions for federal income taxes. The amount shown represents projected fi-
nancial benefits for fiscal year 2007, the fifth and final year for which we will allow benefits to be
claimed for this action.

10,073

$5,074
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FIGURE 3.—GAQ'S SELECTED MAJOR FINANCIAL BENEFITS REPORTED IN FISCAL YEAR 2004—

Continued

Description

Amount

Reduced costs associated with Medicare spending on home health care. We reported in 2002 that Medicare’s
payments for home health care episodes were, on average, about 35 percent higher than the estimated
costs of home health care provided in the first 6 months of 2001. Our report helped to ensure that the
Congress did not delay or eliminate a scheduled reduction in Medicare home health payments that had
risen rapidly from the late 1980s through the mid-1990s.

Reduced the cost of federal housing programs. We determined that the Department of Housing and Urban
Development (HUD) did not have the information it needed to routinely calculate and track unexpended
balances in its housing and community development programs. As a result of our work, the Congress re-
quired HUD to prepare quarterly reports on unexpended balances for each program, and HUD management
committed to closely monitor these balances and identify amounts available for recapture. .......cccccoovevinne

Improved the use of the Iragi Freedom Fund. We reported that the military services may not obligate all of
the funds appropriated for the global war on terrorism in fiscal year 2003 as required. Thus, the Congress
rescinded $3.49 billion from the September 2003 balance remaining in the Iraqi Freedom Fund as part of
the fiscal year 2004 Department of Defense Appropriations Act. These funds were made available for other
purposes.

Reduced costs associated with preparing the Department of Defense’s (DOD) financial statements. We deter-
mined that DOD’s initial plans to obtain a favorable fiscal year 2004 audit opinion were not feasible or
cost-effective. Therefore, instead of moving $2.2 billion to fund the DOD components’ efforts focused on a
fiscal year 2004 audit opinion, the DOD Comptroller shifted $184 million to begin auditability assess-
ments and audits, as applicable, as part of a long-term strategy to improve DOD's fiscal accountability.
The Comptroller's decision not to reprogram the funds allowed DOD to use over $2 billion for other pur-
poses during the fiscal year.

Modified the focus of funding for DOD’s V—22 Osprey aircraft program. We highlighted for DOD officials—be-
fore full production of the aircraft was scheduled to begin—numerous risks and unknowns that existed in
the V—22 Osprey program because of inadequate testing and evaluation. We reported these concerns to a
blue-ribbon investigative panel established after a second fatal crash of the V-22. As a result of our
work, the blue-ribbon panel recommended that DOD temporarily reduce the production of the V-22 to a
minimum level to free up funds to better address the research and development issues we raised. The
Congress reduced the procurement funding for purchasing V-22 aircraft from the planned 37 to 11 for
each of fiscal years 2003 and 2004. This action allowed some funds to be used for development testing
of the V=22 aircraft, but the remaining funds were made available for other purposes. .......cccccoevvvrerrnnnns

Eliminated unnecessary military funding from the budget. We recommended that requested fiscal year 2004
funds be eliminated for three terminated military operations involving Iraq’s compliance with various
United Nations resolutions, Operations Northern and Southern Watch and Operation Desert Spring. These
funds were made available for other purposes.

Improved DOD’s contracting and acquisition practices. We developed a strategic framework—based on the
best practices of leading private-sector companies—to guide DOD's services contracting reforms and rec-
ommended changes in DOD’s organizational structure and approach to acquiring goods and services, such
as using cross-functional teams and spend analyses to coordinate key purchases and leverage buying
power for the agency. As a result of work done by us and others, the Congress cut DOD’s budget in its
fiscal year 2003 appropriation in anticipation of expected savings. This accomplishment amends a finan-
cial benefit we claimed in fiscal year 2002 and represents an additional benefit in fiscal year 2004—the
final year for which a benefit can be claimed.

$4,661

$3,638

$3,490

$2,057

$1,618

$1,353

$868

Source: GAO.

Many of the benefits that result from our work cannot be measured in dollar
terms. During fiscal year 2004, we recorded a total of 1,197 other benefits (see fig.
4). We documented 74 instances where information we provided to the Congress re-
sulted in statutory or regulatory changes, 570 instances where federal agencies im-
proved services to the public, and 553 instances where agencies improved core busi-
ness processes or governmentwide reforms were advanced (see fig. 5). These actions
spanned the full spectrum of national issues, from ensuring the safety of commercial
airline passengers to identifying abusive tax shelters. See figure 6 for examples of

other benefits we claimed as accomplishments in fiscal year 2004.
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Figure 4: Other Benefits

Number
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Figure 5: Types of Other Benefits Recorded in Fiscal Year 2004 from Our Work

Other Benefits
Total 1,197

553 . 570
(46.2%) L (47.6%)
74
(6.2%)
Categories

_| Agencies acted on GAO information to improve services to the public

B Information GAQ provided to the Congress resulted in statutory or regulatory changes

Core business processes improved at agencies and governmentwide management
reforms advanced by GAO's work

Source: GAQ.
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FIGURE 6.—GAQ’S SELECTED OTHER (NONFINANCIAL) BENEFITS REPORTED IN FISCAL YEAR 2004

Explanation

OTHER BENEFITS THAT HELPED TO CHANGE
LAWS

Vision 100-Century of Aviation Reauthor-
ization Act, Public Law 108-176.

Medicare Prescription Drug, Improvement,
and Modernization Act of 2003, Public
Law 108-173.

Consolidated Appropriations Act, 2004,

Public Law 108-199.

National Defense Authorization Act for Fis-
cal Year 2004, Public Law 108-136.

OTHER BENEFITS THAT HELPED TO
IMPROVE SERVICES TO THE PUBLIC

Helped to Ensure the Safety of Shellfish ...

We worked closely with the Congress to draft language that was included in
this law related to curriculum and certification requirements for aviation
mechanics. The language, which was based on recommendations we had
made, included a requirement that the Federal Aviation Administration up-
date and revise curriculum standards for aviation mechanics.

Congress included six provisions in the law based on analyses and rec-
ommendations we made. For example, our work found that Medicare’s
method for establishing payment rates for drugs obtained under Medicare
Part B—which covers doctors’ services, outpatient hospital care, and some
other nonhospital services—was flawed because it based payments on
nonmarket-driven price estimates. The law addressed these issues by low-
ering payment rates in 2004 for drugs covered by Part B to more closely
reflect acquisition costs and by changing the method for calculating these
payment rates in 2005, basing these rates on a market-driven estimate.
Also, partly on the basis of our work, the Congress modified the eligibility
criteria for small rural hospitals to qualify as critical access hospitals
under the Medicare program. This change provides flexibility for some addi-
tional hospitals to consider conversion. Because of Medicare’s payment
methodology, converting to a critical access hospital may help bolster a
hospital’s financial condition, allowing it to continue to provide services to
patients.

We found that HUD could make more accurate eligibility decisions for individ-
uals seeking housing assistance if it had access to more timely income in-
formation available from the Department of Health and Human Service's
Office of Child Support Enforcement’s National Directory of New Hires. We
recommended that HUD match applicants and current recipients of its rent-
al housing assistance programs with the new hires database. This law
gives HUD access to information from the database that will better ensure
that only eligible individuals receive housing assistance.

We testified that most existing federal performance appraisal systems, includ-
ing a vast majority of DOD’s systems, are not designed to support a mean-
ingful performance-based personnel system, and agencies should have to
demonstrate that these systems are modern, effective, and valid in order to
receive any additional performance-based flexibilities. We suggested that
the Congress establish a governmentwide fund whereby agencies could
apply for funds to modernize their performance management systems and
ensure that those systems have adequate safeguards to prevent abuse.
This law established the Human Capital Performance Fund to support all
executive agencies as they plan for and carry out performance-based re-
wards for their civilian employees.

=

July 2001, we reported that the Food and Drug Administration’s (FDA) over-
sight of states” shellfish safety programs was not risk-based and thus FDA
was not using its limited resources wisely. To better ensure shellfish safety,
we recommended that FDA identify risk factors for each of its program ele-
ments (growing area classification, processing and shipping, and control of
harvest). FDA developed a scoring system for these factors. FDA shellfish
specialists compute a total risk score of high, medium, or low that deter-
mines the frequency of the evaluation of that program element. High-risk
elements were to be evaluated every year beginning in fiscal year 2003,
medium-risk elements every second year beginning in fiscal year 2004, and
low-risk elements every third year beginning in fiscal year 2005.
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FIGURE 6.—GAQ'S SELECTED OTHER (NONFINANCIAL) BENEFITS REPORTED IN FISCAL YEAR

2004——Continued

Explanation

Identified the Need for Better Criteria to
Determine Highly Qualified Teachers.

Encouraged VA to Clarify the Array of
Home Health Care Services Available to
Veterans.

OTHER BENEFITS THAT HELPED TO PRO-
MOTE SOUND AGENCY AND GOVERN-
MENTWIDE MANAGEMENT

Identified the Need for More Specific Cri-
teria to Select for Audit Tax Returns
from Large Corporations.

Helped to Centralize the Oversight of Major
DOD Contracts.

Helped to Reduce Fraud, Waste, and Abuse
of Agencies’ Purchase Cards.

Our report found that states did not have the information needed to determine
whether teachers had met criteria to be considered highly qualified, as re-
quired by the No Child Left Behind Act. Specifically, states did not have the
information they needed to develop methods to evaluate the subject area
knowledge of teachers. To help states determine the number of highly
qualified teachers they have and the actions they need to take to meet the
requirements for highly qualified teachers by the end of the 2005-2006
school year, we recommended that the Secretary of Education provide more
information to states about methods to evaluate subject area knowledge of
current teachers. In January 2004, Education issued a revised version of
the guidance “Improving Teacher Quality,” which contains more information
on how to evaluate subject area knowledge to meet the federal definition of
a highly qualified teacher. Specifically, the guidance includes a new section
that, among other things, defines evaluation standards and factors to con-
sider when developing them.

We recommended that the Department of Veterans Affairs (VA) specify in pol-
icy whether three home health services—home-based primary care, home-
maker/home health aide, and skilled home health care—are to be available
to all enrolled veterans. In response, VA published an information letter on
October 1, 2003, clarifying that, according to VA policy, the three home
health services are to be available for all enrolled, eligible veterans in need
of such services. The information letter was distributed to all facilities
through e-mail and is available on the VA Web site.

We found that the Internal Revenue Service (IRS) is investing more in audits
of large corporations and getting less in return. To improve the audits of
tax returns filed by large corporations, we recommended that IRS provide
more specific objective criteria and procedures to guide the selection of
large corporate tax returns and classification of tax issues with high audit
potential across the districts. In March 2002, IRS implemented a process
for scoring returns in order to fully implement a plan to place these returns
in the field for audit. IRS has begun to identify high-risk returns from cor-
porate and partnership tax returns using the Discriminant Analysis System.

We examined various DOD initiatives underway that are intended to better
manage acquisition of services, including drafting policy to provide better
oversight on purchases of high-dollar value services. In response to our
work, the Under Secretary of Defense for Acquisition, Technology, and Logis-
tics and each of the military departments now have a management struc-
ture in place and a process for reviewing major (i.e., large-dollar or pro-
gram-critical) service acquisitions for adherence to performance and other
contracting requirements. The new policy establishes a threshold of $500
million or more for selecting service purchases for review and approval by
the military department and possibly DOD headquarters, allowing DOD to
adequately plan major purchases before committing the government to
major expenditures.
a series of reports and testimonies beginning in 2001, we highlighted per-
vasive weaknesses in the government’s $16 billion purchase card program.
Our work identified numerous cases of fraud, waste, and abuse at DOD,
HUD, and the Federal Aviation Administration. These agencies have taken
significant steps to implement the hundreds of recommendations we made
to upgrade their controls. Major improvement areas include enhanced con-
trols over card issuance and cancellation, reduced span of control for ap-
proving officials, increased human capital resources and training, new per-
formance measures and goals, required advance approval of purchases,
and independent receiving and acceptance of goods and services. These ef-
forts will substantially reduce the government’s vulnerability to fraud,
waste, and abuse in agencies’ purchase card programs.

=3

Source: GAO.
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Recommendation Acceptance Rate

At the end of fiscal year 2004, 83 percent of the recommendations we made in
fiscal year 2000 had been implemented (see fig. 7), primarily by executive branch
agencies. Putting these recommendations into practice is generating tangible bene-
fits for the American people. As figure 8 indicates, agencies need time to act on our
recommendations. Therefore, we assess recommendations implemented after 4
years, the point at which experience has shown that, if a recommendation has not
been implemented, it is not likely to be.

Figure 7: Past Recommendations Implemented
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Figure 8: Cumulative Implementation Rate for Recommendations Made in Fiscal
Year 2000
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Testimonies That Serve the Congress

During fiscal year 2004, experts from our staff testified at 217 congressional hear-
ings (see fig. 9) covering a wide range of complex issues. For example, our senior
executives testified on the financial condition of the Pension Benefit Guaranty Cor-
poration’s single-employer program, the effects of various proposals to reform Social
Security’s benefit distributions, and enhancing federal accountability through in-
spectors general. Nearly half of our testimonies were related to high-risk areas and

programs. See figure 10 for a summary of issues we testified on, by strategic goal,
in fiscal year 2004.
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Figure 9: Testimonies
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FIGURE 10.—Topics on Which GAO Testified During Fiscal Year 2004
Goal 1: Well-being and financial security of the American people

Student loan programs

Child welfare

Pension plan insurance programs

Energy Employees’ Occupational Illness
Compensation Program

Social Security reform’s effect on benefits
and taxes

Medicare spending

Intergovernmental Medicaid transfers

Private health insurance

Defense and veterans’ health care

U.S. gasoline markets

Farm program payments

Security challenges at chemical facilities

Oil and gas activities on federal lands

Postal Service transformation

Rail security

Federal real property

Federal aviation management and
modernization

Pipeline safety

Telecommunications

Goal 2: Changing security threats and challenges of globalization

Gulf War illnesses

International broadcasting

Border security

Terrorist financing

United Nations Oil-for-Food program

Oversight of government-sponsored
enterprises

Securities and Exchange Commission
operations

Mutual funds

Use of Reserve forces

Destruction of chemical weapons

Mail delivery to deployed troops

Defense personnel clearances

Unmanned aerial vehicles

Military base closures

Operations in Iraq

Challenges in inspecting oceangoing
cargo containers

Homeland security advisory system

Security at nuclear facilities

Counterfeit identities

Information security

Critical infrastructure protection

International defense sales

U.S. Army combat systems

Military aircraft

Defense’s space systems

National strategy for homeland security

Goal 3: Transforming the Federal Government’s role

Army Reserve and Army National Guard
pay

Defense contractor tax system abuses

Fraudulent diplomas

Illicit Internet pharmacies

Information technology management

Information technology continuity of
operations

Electronic government

Border and transportation security

Electronic voting

Abusive tax shelters

Diversity among senior federal
executives

Transformation of the federal
government

Long-term federal budget issues

Office of Management and Budget’s
Program Assessment Rating Tool

The impact of the Government
Performance and Results Act

District of Columbia government
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Federal financial management and fiscal Excess Defense property

challenges Space shuttle program
Federal purchase and travel cards Defense contract management
GAO’s High-Risk Program

Issued to coincide with the start of each new Congress, our high-risk update lists
government programs and functions in need of special attention or transformation
to ensure that the federal government functions in the most economical, efficient,
and effective manner possible. Our latest report, released in January 2005, presents
the status of high-risk areas identified in 2003 and lists new high-risk areas war-
ranting attention by the Congress and the administration.2

In January 2003, we identified 25 high-risk areas; in July 2003, a twenty-sixth
high-risk area was added to the list (see table 1). Since then, progress has been
made in all areas, although the nature and significance of progress varies by area.
Federal departments and agencies, as well as the Congress, have shown a con-
tinuing commitment to addressing these high-risk challenges and have taken var-
ious steps to help correct several of their root causes. GAO has determined that suf-
ficient progress has been made to remove the high-risk designation from the fol-
lowing three areas: student financial aid programs, FAA financial management, and
Forest Service financial management.

Also, four areas related to IRS have been consolidated into two areas.

This year, we designated four new high-risk areas. The first new area is estab-
lishing appropriate and effective information-sharing mechanisms to improve home-
land security. Federal policy creates specific requirements for information-sharing
efforts, including the development of processes and procedures for collaboration be-
tween federal, state, and local governments and the private sector. This area has
received increased attention, but the federal government still faces formidable chal-
lenges sharing information among stakeholders in an appropriate and timely man-
ner to minimize risk.

The second and third new high-risk areas are, respectively, DOD’s approach to
business transformation and its personnel security clearance program. GAO has re-
ported on inefficiencies and inadequate transparency and accountability across
DOD’s major business areas, resulting in billions of dollars of wasted resources. Sen-
ior leaders have shown commitment to business transformation through individual
initiatives in acquisition reform, business modernization, and financial manage-
ment, among others, but little tangible evidence of actual improvement has been
seen to date in DOD’s business operations. DOD needs to take stronger steps to
achieve and sustain business reform on a departmentwide basis. Further, delays by
DOD in completing background investigations and adjudications can affect the en-
tire government because DOD performs this function for hundreds of thousands of
industry personnel from 22 federal agencies, as well as its own service members,
federal civilian employees, and industry personnel. The Office of Personnel Manage-
ment (OPM) is to assume DOD’s personnel security investigative function, but this
change alone will not reduce the shortages of investigative personnel.

The fourth high-risk area is management of interagency contracting. Interagency
contracts can leverage the government’s buying power and provide a simplified and
expedited method of procurement. But several factors can pose risks, including the
rapid growth of dollars involved combined with the limited expertise of some agen-
cies in using these contracts as well as recent problems related to their manage-
ment. Various improvement efforts have been initiated to address interagency con-
tracting, but improved policies and processes, and their effective implementation,
are needed to ensure that interagency contracting achieves its full potential in the
most effective and efficient manner.

Lasting solutions to high-risk problems offer the potential to save billions of dol-
lars, dramatically improve service to the American public, strengthen public con-
fidence and trust in the performance and accountability of our national government,
and ensure the ability of government to deliver on its promises.

TABLE 1.—THE YEAR THAT AREAS ON GAO'S 2005 HIGH-RISK LIST WERE DESIGNATED AS HIGH
RISK

Year designated

Area high risk

Medicare Program 1990
DOD Supply Chain Management 11990

2GAO, High-Risk Series: An Update, GAO-05-207 (Washington, D.C.: January 2005).
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TABLE 1.—THE YEAR THAT AREAS ON GAQ’S 2005 HIGH-RISK LIST WERE DESIGNATED AS HIGH
RISK—Continued

Area Yeaaig?]mﬁsn;ted
DOD Weapon Systems Acquisition 1990
DOE Contract Management 1990
NASA Contract Management 1990
Enforcement of Tax Laws 21990
DOD Contract Management 1992
HUD Single-Family Mortgage Insurance and Rental Housing Assistance Programs .........ccocoveoeeveererssirenens 1994
DOD Financial Management 1995
DOD Business Systems Modernization 1995
IRS Business Systems Modernization 31995
FAA Air Traffic Control Modernization 1995
Protecting the Federal Government's Information Systems and the Nation’s Critical Infrastructures .. 1997
DOD Support Infrastructure Management 1997
Strategic Human Capital Management 2001
U.S. Postal Service Transformation Efforts and Long-Term Outlook 2001
Medicaid Program 2003
Managing Federal Real Property 2003
Modernizing Federal Disability Programs 2003
Implementing and Transforming the Department of Homeland Security 2003
Pension Benefit Guaranty Corporation Single-Employer Insurance Program 2003
Establishing Appropriate and Effective Information-Sharing Mechanisms to Improve Homeland Security ...... 2005
DOD Approach to Business Transformation 2005
DOD Personnel Security Clearance Program 2005
Management of Interagency Contracting 2005

1This area was formerly entitled DOD Inventory Management.

20ne of the two high-risk areas that were consolidated to make this area—Collection of Unpaid Taxes—was designated high risk in 1990.
The other area—Earned Income Credit Noncompliance—was designated high risk in 1995.

3IRS Financial Management has been incorporated into the IRS Business Systems Modernization high-risk area. Both areas were initially
designated as high risk in 1995.

Source: GAO.

In fiscal year 2004, we issued 218 reports and delivered 96 testimonies related
to our high-risk areas and programs, and our work involving these areas resulted
in financial benefits totaling over $20 billion. This work, for example, included 13
reports and 10 testimonies examining problems with DOD’s financial management
practices, such as weak internal controls over travel cards, inadequate management
of payments to the Navy’s telecommunications vendors, and abuses of the federal
tax system by DOD contractors, resulting in $2.7 billion in financial benefits. In ad-
dition, we documented $700 million in financial benefits based on previous work and
produced 7 reports and 4 testimonies focusing on, for example, improving Social Se-
curity Administration and Department of Energy processes that result in incon-
sistent disability decisions and inconsistent benefit outcomes.

STREAMLINING AND MANAGEMENT IMPROVEMENT EFFORTS

Shortly after I was appointed in November 1998, I determined that GAO should
undertake a major transformation effort to better enable it to “lead by example” and
better support the Congress in the 21st century. This effort is consistent with the
House Report 108-577 on the fiscal year 2005 legislative branch appropriation that
focuses on improving the efficiency and effectiveness of operations at legislative
branch agencies.

The Mandate:

H. Rpt. 108-577 directed GAO to work closely with the head of each legisla-
tive branch agency to identify opportunities for streamlining, cross-servicing
and outsourcing, leveraging existing technology, and applying management
principles identified as “best practices” in comparable public and private sector
enterprises. H. Rpt. 108-577 also directed the legislative branch agencies to be
prepared to discuss recommended changes during the fiscal year 2006 appro-
priations hearing cycle.




63

Our agency transformation effort has enabled GAO to become more results-ori-
ented, partnerial, client-focused, and externally aware, and less hierarchical, proc-
ess-oriented, “siloed,” and internally focused. The transformation resulted in re-
duced organizational layers, fewer field offices, the elimination of duplication in sev-
eral areas, and improved our overall resource allocation. We began our trans-
formation effort by using the GAO Strategic Plan as a framework to align our orga-
nization and its resources. On the basis of the strategic plan, we streamlined and
realigned the agency to eliminate a management layer, consolidated 35 issue areas
into 13 teams, and reduced our field offices from 16 to 11. We also eliminated the
position of Regional Manager—a Senior Executive Service level position—in the in-
dividual field offices and consolidated the remaining field offices into three regions—
the eastern region, the central region, and the western region, each headed by a sin-
gle senior executive. Following the realignment of our mission organization and field
offices, GAO’s support organizations were restructured and centralized to eliminate
duplication and to provide human capital, report production and processing, infor-
mation systems desk-side support, budget and financial management, and other
services more efficiently to agency staff. This has resulted in a 14 percent reduction
in our support staff since 1998. As shown in figure 11, these and subsequent meas-
ures improved the “shape” of the agency by decreasing the number of mid-level
managers and by increasing the number of entry level and other staff with the skills
and abilities to accomplish our work.

Figure 11: GAO’s Human Capital Profile
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Attorney &
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Admin. & Professional
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Source: GAO.

Note: Profiles represent staffing at the end of each fiscal year. Fiscal years 2005 and 2006 are
projected.

During my tenure, GAO has outsourced and cross-serviced many administrative
support activities, which has allowed GAO to devote more of its resources to mission
work. In fiscal year 2004, about two-thirds of our nonhuman capital costs were
spent to obtain critical mission support services for about 165 activities from the pri-
vate and public sectors through outsourcing. Outsourcing contracts include a wide
range of mission support activities, including information technology systems devel-
opment, maintenance, and support; printing and dissemination of GAO products; op-
eration and maintenance of the GAO Headquarters building; information, personnel,
and industrial security activities; records management; operational support; and
audit service support. GAO also meets many of its requirements through cross-serv-
icing arrangements with other federal agencies. For example, GAO uses the Depart-
ment of Agriculture’s National Finance Center to process its personnel/payroll trans-
actions. Also, GAO uses the legislative branch’s long-distance telephone contract,
which has resulted in continual reductions in long-distance rates. GAO also uses a
wide range of contracting arrangements available in the executive branch for pro-
curing major information technology (IT) services. GAO also uses the Library of
Congress’ Federal Library and Information Network to procure all of its commercial
online databases.

Currently, as shown in figure 12, over 50 percent of our staff resources in the sup-
port area are contractors, allowing us to devote more of our staff resources to our
mission work. We recently surveyed managers of agency mission support operations
and identified additional activities that potentially could be filled through alter-
native sourcing strategies. In fiscal years 2005 and 2006, we will assess the feasi-
bility of alternative sourcing for these activities using an acquisition sourcing matu-
rity model and cost-benefit analyses.
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Figure 12: Composition of GAQ’s Support Staff
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Utilizing IT effectively is critical to our productivity, success, and viability. We
have applied IT best management practices to take advantage of a wide range of
available technologies such as Web-based applications and Web-enabled information
access, as well as modern, mobile computing devices such as notebook computers to
facilitate our ability to carry out our work for the Congress more effectively. We
make wide use of third-party reviews of our practices and have scored well in meas-
urement efforts such as total cost of ownership, customer service, and application
development. In fiscal year 2002, an independent study of GAQO’s IT processes and
related costs revealed that, “GAO is delivering superb IT application support and
development services to the business units at 29 percent less than the cost it would
take the Government peer group to deliver.” In confirmation of these findings, in
fiscal year 2003, GAO was one of only three federal agencies to receive the CIO
Magazine 100 Award for excellence in effectively managing IT resources to obtain
the most value for every IT dollar. We were named to the CIO Magazine’s “CIO 100”
for our excellence in managing IT resources in both 2003 and 2004.

Because one of our strategic goals is to maximize our value by serving as a model
agency for the federal government, we adopt best practices that we have suggested
for other agencies, and we hold ourselves to the spirit of many laws that are appli-
cable only to the executive branch. For example, we adhere to the best practices for
results-oriented management outlined in the Government Performance and Results
Act (GPRA). We have strengthened our financial management by centralizing au-
thority in a Chief Financial Officer with functional responsibilities for financial
management, long-range planning, accountability reporting, and the preparation of
audited financial statements, as directed in the Chief Financial Officers Act (CFO
Act). Also, for the eighteenth consecutive year, independent auditors gave GAO’s fi-
nancial statements an unqualified opinion with no material weaknesses and no
major compliance problems.

In the human capital area, we are clearly leading by example in modernizing our
policies and procedures. For example, we have adopted a range of strategic work-
force policies and practices as a result of a comprehensive workforce planning effort.
Among other things, this effort has resulted in greatly upgrading our workforce ca-
pacity in both IT and health care policy. We also have updated our performance
management and compensation systems and our training to maximize staff effec-
tiveness and to fully develop the potential of our staff within both current and ex-
pected resource levels.

GAO’S FISCAL YEAR 2006 REQUEST TO SUPPORT THE CONGRESS

We are requesting budget authority of $493.5 million for fiscal year 2006. This
budget request will allow us to continue to maximize productivity, operate more ef-
fectively and efficiently, and maintain the progress we have made in technology and
other areas. However, it does not allow us sufficient funding to support a staffing
level of 3,269—the staffing level that we requested in previous years. In preparing
this request, we conducted a baseline review of our operating requirements and re-
duced them as much as we felt would be prudent. However, with about 80 percent
of our budget composed of human capital costs, we needed to constrain hiring to
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keep our fiscal year 2006 budget request modest. We plan to use recently enacted
human capital flexibility from the GAO Human Capital Reform Act of 2004 as a
framework to consider such cost savings options as conducting one or more vol-
untary early retirement programs and we also plan to review our total compensa-
tion policies and approaches.

There are increasingly greater demands on GAOQO’s resources. Since fiscal year
2000, we have experienced a 30 percent increase in the number of bid protest fil-
ings. We expect this workload to increase over the coming months because of a re-
cent change in the law that expands the number of parties who are eligible to file
protests. In addition, the number of congressional mandates for GAO studies, such
as our reviews of executive branch and legislative branch operations, has increased
more than 15 percent since fiscal year 2000. While we have reduced our planned
staffing level for fiscal years 2005 and 2006, we believe that the staffing level we
requested in previous years is a more optimal staffing level for GAO and would
allow us to successfully meet the future needs of the Congress and provide the re-
turn on investment that the Congress and the American people expect. We will be
seeking your commitment and support to provide the funding needed to rebuild our
staffing levels over the next few fiscal years, especially as we approach a point
where we may be able to express an opinion on the federal government’s consoli-
dated financial statements. Given current and projected deficits and the demands
associated with managing a growing national debt, as well as challenges facing the
Congress to restructure federal programs, reevaluate the role of government, and
ensure accountability of federal agencies, a strong GAO will result in substantially
greater benefits to the Congress and the American people.

Table 2 summarizes the changes we are requesting in our fiscal year 2006 budget.

TABLE 2.—FISCAL YEAR 2006 BUDGET REQUEST, SUMMARY OF REQUESTED CHANGES

[Dollars in thousands]

Budget category FTEs Amount gmslgi“gﬁa%eg:
Fiscal year 2005 budget authority to support GAO operations ... 3,215 $474,565
Fiscal year 2006 requested changes:
Nonrecurring fiscal year 2005 costs (4,122) 0.9
Mandatory pay costs 20,778 35
Price level changes 1,428 3.8
Relatively controllable costs 899 | s
Subtotal—requested changes $18,983 4.0
Total fiscal year 2006 budget authority required to support
GAO operations 3,215 $493,548 4.0

Source: GAO.

Our budget request supports three broad program areas: Human Capital, Mission
Operations, and Mission Support.

In our Human Capital program, to ensure our ability to attract, retain, and re-
ward high-quality staff and compete with other employers, we provide competitive
salaries and benefits, student loan repayments, and transit subsidy benefits. We
have undertaken reviews of our classification and compensation systems to consider
ways to make them more market-based and performance-oriented and to take into
consideration market data for comparable positions in organizations with which we
compete for talent. Our rewards and recognition program recognizes significant con-
tributions by GAO staff to the agency’s accomplishments. As a knowledge-based,
world-class, professional services organization in an environment of increasingly
complex work and accelerating change, we maintain a strong commitment to staff
training and development. We promote a workforce that continually improves its
skills and knowledge.

We plan to allocate funds to our Mission Operations program to conduct travel
and contract for expert advice and assistance.

Travel is critical to accomplishing our mission. Our work covers a wide range of
subjects of congressional interest, plays a key role in congressional decision making,
and can have profound implications and ramifications for national policy decisions.
Our analyses and recommendations are based on original research, rather than reli-
ance on third-party source materials. In addition, GAO is subject to professional
standards and core values that uniquely position the agency to support the Congress
in discharging its oversight and other responsibilities under the Constitution.
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We use contracts to obtain expert advice and or assistance not readily available
within GAO, or when expertise is needed within compressed time frames for a par-
ticular project, audit, or engagement. Examples of contract services include obtain-
ing consultant services, conducting broad-based studies in support of audit efforts,
gathering key data on specific areas of audit interest, and obtaining technical assist-
ance and expertise in highly specialized areas.

Mission Support programs provide the critical infrastructure we need to conduct
our work. Mission support activities include the following programs:

—Information Technology.—Our IT plan provides a road map for ensuring that
IT activities are fully aligned with and enable achievement of our strategic and
business goals. The plan focuses on improved client service, IT reliability, and
security; it promotes effectiveness, efficiency and cost benefit concepts. In fiscal
years 2005 and 2006, we plan to continue to modernize outdated management
information systems to eliminate redundant tasks, automate repetitive tasks,
and increase staff productivity. We also will continue to modernize or develop
systems focusing on how analysts do their work. For example, we enhanced the
Weapons Systems Database that we created to provide the Congress informa-
tion to support budget deliberations.

—Building Management.—The Building Management program provides operating
funds for the GAO Headquarters building and field office locations, safety and
security programs, and asset management. We periodically assess building
management components to ensure program economy, efficiency and effective-
ness. We are currently 8 percent below the General Services Administration’s
(GSA) median costs for facilities management. We continue to look for cost-re-
ducing efficiencies in our utility usage. Our electrical costs are currently 25 per-
cent below GSA’s median cost. With the pending completion of our perimeter
security enhancements and an automated agency wide access control system, all
major security enhancements will have been completed.

—Knowledge Services—As a knowledge-based organization, it is essential for
GAO to gather, analyze, disseminate, and archive information. Our Knowledge
Services program provides the information assets and services needed to sup-
port these efforts. In recent years, we have expanded our use of electronic media
for publications and dissemination; enhanced our external Web site, resulting
in increased public access to GAO products; and closed our internal print plant
and increased the use of external contractors to print GAO products, increasing
the efficiency and cost-effectiveness of our printing operation. Due to recent
budget constraints, we have curtailed some efforts related to archiving paper
records. We currently are implementing an electronic records management sys-
tem that will facilitate knowledge transfer, as well as document retrieval and
archival requirements.

—Human Capital Operations.—In addition, funds will be allocated to Human
Capital Operations and support services to cover outplacement assistance, em-
ployee health and counseling, position management and classification, adminis-
trative support, and transcription and translation services.

CONCLUDING REMARKS

We appreciate your consideration of our budget request for fiscal year 2006 to
support the Congress. GAO is uniquely positioned to help provide the Congress the
timely, objective information it needs to discharge its constitutional responsibilities,
especially in connection with oversight matters. GAO’s work covers virtually every
area in which the federal government is or may become involved anywhere in the
world. In the years ahead, GAO’s support will prove even more critical because of
the pressures created by our nation’s large and growing long-term fiscal imbalance.

This concludes my statement. I would be pleased to answer any questions the
Members of the Subcommittee may have.
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APPENDIX I: SERVING THE CONGRESS—GAQ’S STRATEGIC PLAN FRAMEWORK
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SOURCES OF GAO WORK

Senator ALLARD. Well, thank you for your testimony.

You talked quite a bit about your staffing levels. You have re-
quested fewer staff for 2006, FTEs is 3,215 employees, than you
had in 2005, which is also down from 2004. At the same time, you
report that the number of congressional mandates for GAO studies
has increased by more than 15 percent. How do you plan to meet
the Congress’ increased expectations with fewer staff?



68

Mr. WALKER. Mr. Chairman, first, if you look at the trend line
over the last 3 years you will see that the number of mandates we
received and the percentage of staff time spent on them has gone
up. What this means is that we will have to respond more and
more to requests from committee and subcommittee chairs, such as
yourself, and committee and subcommittee ranking members. We
will have less ability to respond to requests from Members who
may be on a relevant committee of jurisdiction but not in a leader-
ship capacity.

Basically what happens is that when we have more mandates,
when we have constrained resources, it limits our ability to be able
to deal with non-leadership requests. It also can have an effect on
fl"lOﬁV long it might take us to get to a particular issue. That is the
allout.

I did say for the record, Mr. Chairman, that we also are trying
to lead by example on what we are requesting. Since 80 to 81 per-
cent of our total costs are people costs, to the extent that we have
funding constraints it very quickly affects our people, and our head
count, because we do not have a whole lot of flexibility in other
areas.

BACKLOG OF REQUESTS

Senator ALLARD. Do you have a backlog in some areas on work
that is requested from the Congress? Are there some areas where
you do not have enough flexibility to permit you to initiate work
on your own? Could you comment on that?

Mr. WALKER. Thank you, Mr. Chairman. As you know, 90 per-
cent of the work that GAO did in fiscal 2004 was either a mandate
from the Congress or a written request from the Congress, typically
a chair or ranking member of a committee or subcommittee of ju-
risdiction. The other 10 percent includes about 5 percent that rep-
resents events of broad interest to the Congress that I do under my
own authority as Comptroller General because many committees
are interested and it is not appropriate for one committee to cap-
ture it. For example, the work that we are doing on Iraq con-
tracting, and the work that we are doing with regard to a variety
of other issues of broad interest to the Congress.

About 5 percent has to do with items where we may not get a
request, but relate to significant issues in our strategic plan that
we know are of interest to the Congress, but they may not be an
immediate concern. For example, we did work on Social Security
reform starting several years ago, when Congress was not focused
on it, so we are well ahead of the curve. We have done work on
health care reform before Congress was focused on it, to be well
ahead of the curve. We did work on counterterrorism before 9/11
to be ahead of the curve.

We do have varying backlogs. Our biggest backlog is in health
care, as you can imagine, Mr. Chairman.

Senator ALLARD. Not a surprise.

HEALTH CARE BACKLOG

Mr. WALKER. Probably our single biggest domestic policy chal-
lenge is health care. That has been and continues to be our biggest
backlog. We are continuing to do the best that we can to recruit
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as many people as possible in the health care area to staff up.
There is a tremendous amount of demand from other organizations.
It is a highly competitive marketplace. As a result, we continue to
work with the relevant committees of jurisdiction to try to rebal-
ance the portfolio and reset priorities.

There are some areas where we do not have as large a backlog,
but that can be explained in part because many times committees
want us to do work, but they do not necessarily want to put their
name on it. For example, we do a lot of work in the defense area.
I can assure you that the work that we do in the defense area is
highly valued and sought after. At the same point in time, from
time to time Members do not necessarily want to put their name
on a request to look at a particular weapons system because of the
potential implications that that might have for employment levels
or other issues.

So we would be happy to provide for the record if you like a de-
tail of exactly where our backlogs are and how they are trending.
But I think we are very actively managing these backlogs. As I
said, we would not have 96 percent client satisfaction unless we
were doing a decent job. But it is a constant challenge.

PERFORMANCE RECOGNITION

Senator ALLARD. Well, I do agree that there is a lot of good work
coming out of the Government Accountability Office. You have
changed your name a little bit. I have to think about it, the Gov-
ernment Accountability Office. And I like your approach. I like
your pay for performance effort that you are implementing.

Do you think that it has improved the overall performance of em-
ployees throughout GAO, your results-driven management style?

Mr. WALKER. I think the numbers speak loudly, Mr. Chairman.
If you look at GAO today, we actually have slightly fewer people
today than we had 5 years ago. But our outcome-based results—
financial benefits, nonfinancial benefits, client feedback, employee
feedback, client satisfaction, et cetera—have gone up dramatically.
In fact, with regard to our financial results, they have more than
doubled during that 5-year period of time.

Now, that is for a lot of reasons. Strategic planning. We did our
first strategic plan in Spring 2000. GAO never had one before that.
We realigned our organization based on that plan. We eliminated
a layer of management, reduced the number of field offices, reduced
the number of units from 35 to 13, redeployed resources hori-
zontally and externally. We redefined success for GAO as outcomes
and developed results-based measures. We linked institutional,
unit, and individual performance measurement and reward sys-
tems.

We did a number of things and the combination of all these ini-
tiatives, which were done in partnership with my colleagues here
with me today as well as others, has had a dramatic and profound
effect, not only on the results but I think, quite frankly, on the cul-
ture and the reputation of our agency.

Senator ALLARD. Well, I think you bring a good news story here
to the subcommittee and I am delighted to hear what you have to
say.
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MAKING A DIFFERENCE IN GOVERNMENT

Mr. WALKER. Gene Dodaro has been with GAO, we like to say,
since the beginning, since he graduated from college. He might be
able to give you a little perspective.

Senator ALLARD. Okay.

Mr. DODARO. Yes, Mr. Chairman. We track why people come to
GAO to work and then why they stay with us. The basic reason is
they want to make a difference. They want to make Government
better, they want to improve the situation. To the extent to which
we say, we are going to reward you for bringing about positive
change in Government, either saving money or improving pro-
grams, public safety, et cetera, they are energized by that. They are
not here just to produce reports, although at times, as you know,
for policy issues we give information without recommendations to
the Congress to help you make decisions.

We are making more recommendations in our reports, and our
recommendation implementation rate is at an all-time high—83
percent of the recommendations we made in fiscal year 2000 got
implemented within a 4-year timeframe. So it is very important to
the employees.

PERFORMANCE AWARDS

Senator ALLARD. Well, thank you. I would suspect an important
part of your employee motivation is your rewards and bonuses. I
see where your budget request increases rewards and recognition
bﬁr 8 percent, for a total of $2.6 million. Maybe you can explain
that.

Mr. WALKER. Mr. Chairman, part of our philosophy is we want
to be able to have as many people as our budget will allow. But
it is very, very important that, however many employees we have,
they be reasonably compensated and rewarded based upon results.
Consequently, our whole philosophy is that we want a market-
based and performance-oriented compensation system. We want to
recognize both team and individual outcome-based performance
geared toward our strategic plan for serving the Congress and the
country.

That means by definition that we need to make sure we have
adequate funding to be able to recognize and reward people when
they generate positive results. That is what that budget request is.

Sallyanne, I do not know if you have anything else you want to
add to that.

Ms. HARPER. We are also implementing this year, Mr. Chairman,
for the first time pay-for-performance for the administrative staff
of the agency. They previously were under the General Schedule
(GS) system and only got the within-grade increases based on
length of service and, perhaps, a special recognition award.

Mr. WALKER. In fact, Mr. Chairman, now virtually all of GAO’s
employees are not only in broadbanding, but also pay-for-perform-
ance systems. So we are a window to the future, I think, with re-
gard to the Federal Government.

Senator ALLARD. Well, I think you are doing a great job and I
think you set a good example for the legislative branch. As you
heard in my previous comments, I think that is important when we
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are setting policy throughout the Government. I think it is incum-
bent on this subcommittee to hold each of the agencies accountable
so that Members of the Senate and House do not get embarrassed
because somehow we have a different standard here than you have
for the rest of the government.

I know in my own personal office I make an effort to set an ex-
ample so that when you are asking other agencies to be frugal that
you can show in your own office you are frugal. I think the same
thing applies here.

ADDITIONAL COMMITTEE QUESTIONS

I compliment you on the way you are running your agency and
your office. I think that you reflect in a positive way what is hap-
pening here in the legislative branch and I think that is something
that all the Members need to appreciate in the Senate. So I am
going to carry a very positive message as to what you are doing to
my colleagues, and I thank you for your testimony and I thank you
for your good work.

[The following questions were not asked at the hearing, but were
submitted to the Office for response subsequent to the hearing:]

QUESTIONS SUBMITTED BY SENATOR WAYNE ALLARD

Question. Your report on 21st Century Challenges emphasizes a need for dramatic
change to federal government programs and policies if we are to avoid serious dam-
age to our economy, our standard of living and our national security. You say that
we need to fundamentally reexamine major spending and tax policies and priorities
if we are to meet the challenges that lie ahead. What role do you believe GAO, and
you as the Comptroller General of the United States, should play in addressing
these challenges?

Answer. In our report and testimony on 21st Century Challenges, we stated that
nothing less than a fundamental review, reexamination, and reprioritization of all
major spending and tax policies and programs is needed. Given our role in sup-
porting the Congress, we believe that GAO has an obligation to provide policy-
makers in Congress with the support they need in identifying issues and options
that could help to address these fiscal pressures. Of course, while answers to these
questions may draw on the work of GAO and others, only elected officials can and
should decide which questions to address and how and when to address them.

GAO and I stand ready to assist the Congress as it develops its agenda and to
help collect facts, develop options, conduct analyses and perform other work in con-
nection with the questions the Congress wishes to pursue. The challenges identified
in the report are based upon our past and pending work, a vast majority of which
was performed at the direction or request of the Congress. In addition, the reexam-
ination questions are based heavily on GAQO’s issued work, our strategic plan, and
the institutional knowledge of our staff. However, the size of the problem is so large
and the programs and issues covered span such a wide range that the process of
rethinking government programs and activities will in all likelihood rely on multiple
approaches and sources of analysis (e.g., GAO, your staff, other Congressional sup-
port agencies and OMB) over a period of years.

GAO and I may also be useful to the Congress by helping to raise public aware-
ness of issues and problems thereby preparing the way for the Congress to take re-
lated actions. Our past and pending work has addressed and will continue to ad-
dress such items, including federal spending and tax programs, existing budget
processes and financial, fiscal, and performance management activities. Inevitably,
given the breadth of our work, some of our past and current engagements touch on
many of the reexamination issues and questions, but it is up to the Congress to de-
termine the issues and questions that merit GAO’s resources.

Question. Is GAO currently structured properly with adequate resources in the
right places to address the complexities of the issues you raise?

Answer. Yes. We believe we are well positioned to help the Congress address
these issues. We are currently organized to align our work in support of our stra-
tegic plan for serving the Congress. This plan reflects the same emerging themes
discussed in our 21st Century Challenges report. Importantly, we can both cover
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broad cross-cutting government-wide issues while providing support to Congres-
sional Committees on their specific areas of interest.

We have worked very hard over the past several years to build and modernize
the structure that will best address our client’s needs and make GAO a model for
other federal agencies. We believe it is working very well. In particular, we are
greatly encouraging a risk-based and matrix management oriented approach to our
work that facilitates and motivates staff in different areas to work together to
produce analyses of very complicated issues. Accordingly, we are not planning to
change our basic structure at this time. Of course, we will continue to monitor our
service; 2;10 the Congress for the benefit of the American people and make changes
as needed.

Question. Will the role you envision for GAO require additional resources in fu-
ture years?

Answer. Yes, but not to any significant extent. We will work with our congres-
sional clients to prioritize our work so that we are most beneficial to them while
assisting them in this reexamination. Also, as mentioned above, we envision this to
take place over several years and involve numerous organizations in addition to the
GAO. The most challenging issue we may face in accomplishing this is to harness
the great potential of our new staff, a very sizable portion of our agency, and give
them the experience they will need. We are working very hard to help develop them
so that they can make meaningful contributions to the Congress for years to come.
We do, however, expect that additional staff and resources will be necessary when
the federal government comes closer to being able to receive a qualified opinion on
the consolidated financial statements.

Question. Your budget submission shows very little change in the distribution of
FTE resources among your teams between fiscal year 2005 and fiscal year 2006. Do
you expect that to continue or do you think you will need to redistribute to better
help the Congress meet the challenges you say we are facing?

Answer. Although small, our fiscal year 2006 request does reflect some adjust-
ment to our team FTEs to better meet the Congress’ needs. Each year we adjust
our FTE distribution based on a systematic assessment of the workforce that we will
need to carry out our work in support of the Congress, the American public, and
our strategic priorities. Our total FTE request, as well as our internal allocation of
FTEs, is based on a number of factors including: Congressional requests and inter-
ests, strategic priorities, emerging issues, current staffing data, identified skill
shortages, succession and knowledge retention issues, results achieved with staff re-
sources, and budgetary considerations. Based on our analysis of this data, GAO’s
leadership team makes fact-based decisions about our FTE needs and the optimal
deployment of our staff resources to most efficiently accomplish our work. Since
2002, we have used this process to make refinements to our unit-specific staffing
allocations to reflect shifting strategic priorities. For example, as tax policy issues
rise to the forefront of federal budget and deficit issues, we combined our tax group
with other areas that address cross-cutting, broad-based fiscal issues. We also re-
allocated existing resources to create the Homeland Security and Justice team to
focus on these areas after a major realignment of executive branch departments and
agencies. While we have not finalized our fiscal year 2006 workforce plan, we do
expect some changes to the team allocations, but not of a significant nature.

In addition to our workforce planning process, we also foster a spirit of coopera-
tion throughout GAO whereby staff on several teams will work together under a
matrix management approach to produce the most efficient product. Much of our
workforce is now working in this manner. This provides flexibility and helps mini-
mize the need for major realignments of resources. Of course, we will continue to
monitor the need for organization structure changes and will notify the Congress
of any major realignment.

Question. You mention in your budget materials that over 50 percent of your mis-
sion support staff resources are contractors and that during your tenure you have
outsourced many administrative tasks allowing you to devote more resources to mis-
sion work. Have you found that contractors actually cost less than performing the
same functions with GAO employees or are you adding contract money and moving
FTE’s and salary money to mission units? If you have an analysis of cost compari-
son between in-house and contractor operations could you share that analysis with
the Subcommittee? What factors other than cost savings led you to decide to turn
so much of your administrative operations over to contractors?

Answer. In an environment of increasing fiscal restraint, we have in recent years
reduced our overall FTE staff usage from 3,275 in fiscal year 1999 to 3,215 FTEs
planned for fiscal years 2005 and 2006. Through a number of targeted initiatives,
including reengineering, technology applications, and contracting out, we have also
reduced the number of administrative, professional and support (APSS) staff from
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21 percent at the beginning of fiscal year 1999 to less than 18.9 percent. Some of
this reduction in APSS staff has allowed GAO to devote more FTEs and salary
funds to core mission operations. Since fiscal year 1999, we have also leveraged
more contractor resources, increasing the level of contract funds from $45.7 million
to $69.7 million.

GAO contracts out for many reasons, such as improving service delivery, obtain-
ing specialized expertise not readily available within GAO or when needed within
compressed timeframes, providing technology, and minimizing demands on the
agency’s resources. Contracts provide an efficient, flexible vehicle to obtain technical
assistance and expertise in highly specialized areas, and allow us to better respond
to fluctuating demands. When GAO contracts-out for cost-effectiveness reasons, it
is to take advantage of firms with lower cost structures than GAO. While direct sal-
ary and benefit costs for GAO staff and contractor staff in many instances are com-
parable, contractors do not always have lower costs. Contractor costs include man-
agement time and other fees that make up corporate overhead, equivalent to indi-
rect costs an agency would pay to provide supervision, staff development, equip-
ment, and other overhead costs. In addition, contractor costs also include profit not
found in the federal environment. In other instances, the federal sector cannot com-
pete with salaries paid by the private sector to staff in highly specialized disciplines,
such as information technology (IT).

Independent of cost, technical factors specific to the service area are identified and
assessed to ensure quality services or products are obtained. A technical evaluation
of contract proposals would assess such items as, qualifications and skill levels of
the proposed staff, contractor’s approach to providing services, ability to integrate
services in GAQ’s environment, and customer impact. Use of contract staff provides
the agency the flexibility to maintain operational capabilities and obtain specific ex-
pertise for a limited duration—expanding or shrinking the workforce as demands
change for specific skills—without the constraints of the federal recruitment and re-
tention processes. It also allows an agency to focus its own staff on core functions,
inherently governmental functions, and critical or sensitive issues, while managing
and overseeing contractor functions to ensure accountability. For example, we found
that we are able to reduce the number of staff working in our financial management
area. Vendor invoice processing could be performed more cost effectively through a
cross-servicing arrangement with the Department of Interior’s National Business
Center. In addition, as a result of travel management system improvements made
in fiscal year 2004, we are able to further reduce our staffing requirements in this
area. Our new travel management system streamlines and expedites transaction
processing, reduces administrative processing requirements, and reduces the num-
ber of manual external processes needed by GAO to manage this function.

A cost benefit analysis is conducted for each situation where GAO considers uti-
lizing contract resources. For example, in fiscal year 2003, GAO conducted a study
of its mail operations center. GAO decided to retain its in-house operation managed
by GAO staff, and supplemented by contract services for selected functions, after
comparing GAO’s operation with other federal mail operations and assessing the
cost to outsource the operations. This decision resulted in a cost-avoidance of about
$250,000. Nine years ago, the mail center had 19 staff. Through a series of changes,
the mail operation has been reduced to a small, but efficient operation with six staff.

In the area of library services and records management support, however GAO
has been able to obtain contract staff at less cost than GAO staff. For example, the
contract costs of a contract supervisory library technician is about $61,000 compared
to a salaried employee whose fully-loaded cost is about $76,000. As current staff re-
tire or separate, we plan to increase our reliance on contract resources, especially
in the area of interlibrary loan services.

In the IT area, the costs for contract labor is higher than that of salaried GAO
staff and reflect the marketplace. Current fully-loaded contract costs for an entry-
level IT employee are about $30,000 above that of an entry level IT salaried GAO
employee. Most of our IT contracts are GSA schedule contracts. In addition, we fur-
ther negotiate with vendors to obtain best value services and rates. Given the rap-
idly changing IT environment, our contracts are structured to provide GAO max-
imum flexibility to quickly obtain staff with the appropriate skill mix to meet both
short and long-term needs.

Question. The Subcommittee applauds GAO’s efforts to transform the agency to
become more results-oriented and to devote more of its resources to the agency’s
core mission. However, we also note that GAO is asking for an increase in resources
for mission support in fiscal year 2006. Why?

Answer. In developing our fiscal year 2006 budget, we have taken into consider-
ation the overall federal budget constraints and the committee’s desire to lead by
example. We have continued to streamline our agency, modernize our policies and
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practices, and leverage technology in manners that help us achieve our mission
more effectively and efficiently. These efficiencies have allowed us to maintain our
support of the Congress and enhance our overall performance without the need for
large budgetary increases. In addition, we conducted a baseline review of our oper-
ating requirements and allocated our resources to achieve the greatest return on in-
vestment. These actions led us to request a modest increase of 4 percent over fiscal
year 2005. However, in order to keep our request modest, we needed to constrain
our staffing levels. We will be seeking your commitment and support to provide the
funding needed to rebuild our staffing levels over the next few years. This will be
essential when we get closer to the time when GAO may be able to render our opin-
ion on the consolidated financial statements of the U.S. Government.

GAO is requesting a 3 percent increase in mission support operations costs to sup-
port our infrastructure and cover the cost of mandatory price-level increases and
targeted investments, such as information security and building management im-
provements. This increase is less than the total requested increase in our budget
authority of 4 percent. We have been able to minimize the requested increase by
conducting base reviews of our support costs and through offsets of non-recurring
requirements. For example, our facilities management program cost estimates as-
sume that a GAO staff person will retire and can be replaced by a more junior con-
tract staff person.

Question. What is the percentage of staff allocated to mission support activities?

Answer. The administrative and professional staff responsible for GAO’s mission
support activities currently comprise less than 18.9 percent of total staff, down from
21 percent at the beginning of fiscal year 1999. We expect this percent to decline
to 18.5 percent by the end of fiscal year 2006. The staff provides essential services
for IT, building management, knowledge services, human capital operations and
other support services. These services are vital to ensuring consistency in the deliv-
ery of quality products to our clients and customers.

Question. What is the percentage of costs allocated to mission support activities?
Where do you see these percentages going in the next few years? What do you be-
lieve is the appropriate level of investment in mission support?

Answer. Administrative and professional support staff and mission support oper-
ational costs represent about 26 percent of GAO’s total budget authority. We believe
that we have achieved a core level of administrative and professional support staff
and operating costs necessary to provide the appropriate infrastructure for staff to
conduct their work. While we continue to seek opportunities to streamline oper-
ations and leverage outsourcing mechanisms for efficiency and economy purposes,
we believe our investment is the appropriate level without sacrificing quality in our
administrative and professional support services.

Question. GAO has established a strategic goal of being a model agency. Your fis-
cal year 2004 Performance and Accountability Report indicates three major manage-
ment challenges, human capital, physical security, and information security. Why
were these areas identified as management challenges? What actions have been
taken to address these challenges? What additional actions and funding are re-
quired to address current weaknesses in these areas? Are there other areas that you
consider to be challenged?

Answer. At GAO, the Comptroller General and the agency’s senior executives
through the agency’s strategic planning, management, and budgeting processes
identify key management challenges. The three challenges identified are all areas
in which we have, and will continue to experience substantial and continual change
and challenges. They are also areas that significantly impact our ability to support
our mission. We must focus our efforts and resources on maintaining our flexibility
to adapt to changing technology and world events, while ensuring the security of
our information assets and systems, and ensuring that our human capital resources
are best suited to meet the needs of our congressional client. These are all internal
challenges. Our key external challenge is to assure that Congress adequately funds
GAO for the benefit of itself and the country.

Human Capital Management

In the area of human capital management, during the last few years, we devel-
oped our first formal and comprehensive strategic plan for human capital which
communicates GAO’s strategy for becoming a model professional services organiza-
tion, including how we plan to attract, retain, motivate, and reward a high-per-
forming and top-quality workforce. We also fully implemented our workforce plan-
ning processes, addressing the size, deployment, and profile of our staff to ensure
we have the appropriate resources strategically placed to pursue our goals and ob-
jectives now and in the future. We continue to build on our accomplishments in at-
tracting and retaining a diverse workforce with the knowledge, skills, and abilities



75

to meet the new century’s challenges through succession planning activities and
training and development. For example, we implemented revised policies to expand
the use of flexi-place to provide employees additional options. Such initiatives are
particularly important given our employee profile where about 50 percent of our
staff are recent hires.

During fiscal year 2004 we completed establishment of market-based and perform-
ance-oriented compensation systems and competency-based appraisal systems for all
our staff, and we began monitoring, reviewing, and assessing these systems to iden-
tify enhancements that may be needed. In fiscal year 2005, a consulting firm as-
sisted us in establishing pay rates that are competitive with comparable organiza-
tions and these rates were used for certain purposes in our annual pay for perform-
ance process for analysts, specialists, and attorneys. We also began implementing
policies and processes to implement the human capital flexibilities authorized by
Congress under GAO’s Human Capital Flexibilities Act of 2004. Other actions we
have taken include initiating strategy formulation for the annual adjustment of
GAO employees’ salaries; revising and issuing our regulations on pay administration
to implement the satisfactory performance requirement for GAO analysts and re-
lated specialists and attorneys; drafting and issuing for review a regulation applica-
ble to employees placed in lower grades or bands as a result of workforce restruc-
turing or reclassification; revising and issuing for comment our leave policies and
procedures regulation, which includes the provision permitting designated key em-
ployees with less than 3 years of federal service to earn 6 hours of annual leave;
and drafting and issuing for comment our regulation implementing the Executive
Exchange Program.

We anticipate that we will implement a number of the human capital flexibilities
authorized by Congress and for which we are drafting, revising, and issuing for com-
ment a number of regulations in fiscal year 2005. In addition, we will implement
a streamlined, user-friendly guide to government and non-government professional
development opportunities; develop and implement an expedited and coordinated
new hire process; determine the feasibility of implementing a development program
for new hires with previous experience; and enhance our competency-based perform-
ance systems. No additional funding will be needed for these actions.

Physical Security

The challenge to provide a safe and secure work environment for employees re-
mains a government-wide issue in light of changing security threats, which can
have a profound impact on the way GAO conducts business in the United States
and around the world. Protecting our people and our assets is paramount to agency
operations. We continue to devote time and resources to the assessment of security
operations as we further enhance GAOQO’s security posture. Within the next few
months, our perimeter security enhancements will be complete. These enhance-
ments include protective barriers, such as installation of walls and bollards around
the building, vehicle restraints at the garage ramps, ballistic-rated security guard
booths, and vehicle surveillance equipment at the garage entrances. We also plan
to install a state-of-the-art electronic security system during fiscal year 2005.

During fiscal year 2004, we developed a continuity of operations plan and held
communications drills to test our plan this fiscal year. As part of our plan to ensure
our continuity of operations should we have to vacate our headquarters because of
an emergency, we identified an alternative facility to house our continuity-of-oper-
ations team. We have also updated our Shelter in Place plan and Emergency Re-
sponse Handbook for headquarters and prepared similar plans for the field offices.
We continue to hold annual security fair seminars to disseminate information on se-
curity and emergency preparedness at the workplace and at home. We have no addi-
tional funding requirements at this time.

Information Security

Following the events of September 11, 2001, expanded internet access, and global
technology, information security remains a government wide issue. In the area of
information security we implemented a centralized reporting system to track audit
findings through a Plans of Action and Milestones tool; established monthly remedi-
ation meetings for regular remediation effort tracking; completed updates to our se-
curity awareness training presentation; began performing weekly vulnerability as-
sessments of our information systems to ensure our scheduled patching process and
configuration management practices are working; and installed a firewall and
spyware on our workstations.

New initiatives for fiscal year 2006 include establishing annual specialized train-
ing for various levels of management and IT staff with elevated system privileges;
and combining the IT Disaster Recovery and the Continuity of Operations Plan into
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an integrated security plan, and completing training for these plans. In addition, ac-
tivities that will be completed during fiscal year 2006 include completion of the inte-
gration of a Web caching proxy and a firewall for Web-based traffic into the GAO
network architecture to provide additional information security protection at the
network level; continuing efforts to harden our network and desktops with upgraded
authentication devices, exploring intrusion protection devices and external moni-
toring services for after hours network security monitoring of our intrusion detection
devices; and completing the information sensitivity program to provide system data
sensitivity in accordance with FIPS Pub 199 and NIST SP 800-60. We anticipate
additional funding of $487,000 will be needed to complete these actions.

Question. Have you assessed the costs and benefits associated with being a
“model” agency?

Answer. No. While we have not conducted a formal cost/benefit analysis, there is
little question that our actions result in enhanced value and better cost manage-
ment. They also serve to enhance GAO’s image externally and our credibility within
the government and the accountability profession, both domestically and inter-
nationally.

Question. Your fiscal year 2006 budget request indicates that the two main focal
points for increased funding and new initiatives in IT for fiscal years 2005 and 2006
will be in the areas of IT security and business systems development. Please provide
the Subcommittee an update on your efforts to date in these areas. Please elaborate
on the opportunities that you have identified to affect economies and efficiencies?

Answer. GAO has redesigned and automated numerous business and work proc-
esses, as well as taken advantage of numerous electronic tools, to foster produc-
tivity, improve cost savings and enhance timeliness. As reliance on technology has
grown, our technology efforts have and will continue to directly affect the quality
of our mission work and the service GAO staff provide to the Congress through au-
dits and analyses. Our GAO fiscal year 2004 Performance and Accountability Report
highlights a number of efforts that have directly affected economies and efficiencies
while improving the quality, responsiveness, and timeliness of GAO services. Sev-
eral of these initiatives best illustrate our efforts.

Acquisition Systems Management (ASM) Weapons Systems Database

This system has enabled GAO to become Congress’ primary source of annual eval-
uations of DOD acquisitions. The system expanded staff’s ability to query and view
information across weapons systems programs, perform micro and macro trend anal-
ysis, and shortened turnaround times. Major benefits of this system include more
comprehensive and sophisticated analyses and improved multi-year reporting on
weapons acquisitions practices. The tool has significantly increased staff produc-
tivity while contributing to recommendations that resulted in $1.6 billion in pro-
grammatic savings in fiscal year 2004.

Financial Management and Assurance (FMA) Consolidated Financial Statement
Audit Database

This system, whose development is currently underway, documents the planning,
internal control and testing, and reporting phases of GAO’s annual audit of the U.S.
Government’s Consolidated Financial Statements (CFS). Major efficiency benefits
will include (1) shortened audit cycle and ability to perform increased audit work;
(2) increased functionality and accessibility of audit tool to project users; (3) im-
proved reliability of the financial data collected and analyzed; (4) improved security
and backup capability; (5) increased potential for data analysis as needed to improve
the reliability of information of the U.S. Government; (6) ability to conduct in-depth
analyses to support rendering opinions on CFS; and (7) ability to document audit
work performed to support auditor’s reports on the CFS. In addition, by reducing
the staff days required for database maintenance, staff would be able to devote more
time to analyses and improved service to clients. Plans are to also make this system
available to the Inspector General community for their individual department and/
or agency audits.

Staffing Information System

This subsystem of the Engagement Management System will support team deci-
sion-making and facilitate matrixing, multitasking, and sharing of staff. It will sup-
port team decision making by balancing staff preferences/development needs and
provide real time access to staffing data. By integrating data from all related sys-
tems, it will eliminate staffing cuff systems and reduce the administrative burden
on teams.
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Electronic Records Management System

This system automates management of GAO’s records to leverage institutional
knowledge within and across agency functions. It establishes a foundation for
knowledge management in GAO, while providing the ability to manage and dispose
of records electronically. It will also afford a seamless records system for GAO’s
move to electronic business processes. Several significant benefits include: Reduced
in time spent by mission and administrative staff managing and locating records;
ready access to and retrieval of GAO records; reduced costs for offsite storage, se-
cure destruction, and courier services to records centers; and more efficient and ef-
fective records management processes.

Question. What savings will you be able to achieve by fiscal year 2006?

Answer. IT initiatives enable GAO to increase productivity and ensure economy,
efficiency, and effectiveness in performing GAO’s work. Many of the initiatives cited
in the previous response are good examples of these efforts. In many of our IT
projects a residual benefit is enabling staff to redirect time once spent on redundant,
time-consuming, and unproductive activities to more productive, mission-related
work. For example, the ASM Weapons Systems Database enabled staff to shift time
once spent on data collection and entry to more analyses of greater breath and
depth. Prior to this database, ASM reviewed about 10 weapon systems programs per
year with estimated costs of $78.9 billion. In fiscal year 2004, ASM was able to re-
view 60 programs and report on 51, covering estimated costs of $672 billion. As a
result, GAO was able to identify for the Congress a total potential reduction in fund-
ing of $1.5 billion in these programs.

There are also IT efforts that provide opportunities for cost savings in IT and non-
IT areas. Remote access improvements are an effort that resulted in a reduction in
IT operational costs. The movement to AT&T remote access services provided local
access points and eliminated reliance on costly “800#” dial-up services. It also in-
creased efficiencies by giving staff the ability to access the GAO network using a
wider range of devices such as DSL and cable modems.

The videoconferencing expansion project was an IT effort that reduced non-IT
costs. We provided a second videoconferencing system in most field offices and ex-
panded the number of units in headquarters. This has resulted in increased commu-
nications and matrixing across geographic locations and increased staff productivity.
It also created the potential for reductions in travel time and costs.

Quesf)ion. What is the status of your efforts to upgrade your financial management
system?

Answer. This year we initiated efforts to replace our financial management sys-
tem by obtaining these services through cross-servicing with another government
agency. To date we have:

—Assembled a project team consisting of staff from our Financial Management
and Information Systems and Technology Services organizations which has de-
veloped a steering committee charter and identified steering committee mem-
bers and a management team that will oversee requirements definition, system
selection, procurement activities and system deployment.

—Conducted initial rounds of interviews to identify user-specific requirements
and major pain points with the current financial management.

—Developed a Government-off-the-shelf (GOTS) evaluation process methodology.

—Identified potential cross-service agencies.

We plan to select a system early in fiscal year 2006 and implement the system
for operational use in fiscal year 2007.

Question. Your focus in recent years has been on implementing technology im-
provements and tools that enhance business practices, as well as improve staff pro-
ductivity. Which of these improvements has the ability to create efficiencies
throughout the legislative branch?

Answer. Two improvements that could create efficiencies throughout the legisla-
tive branch for those agencies that utilize the Department of Agriculture’s National
Finance Center (NFC) computer services are WebTA and I*CAMS. Both GAO and
the Library of Congress are using these systems.

In 2004, GAO deployed WebTA, a user-friendly Web-based time and attendance
(T&A) system that replaced a costly and inefficient T&A process. Benefits of this
system include: Elimination of duplicate entry of T&A data; an automated interface
with NFC; on-line supervisory approval; reduced time to process T&As; and de-
crease of T&A errors.

The second initiative that could benefit other legislative branch agencies is the
utilization of a Web-based human capital front-end to the NFC personnel/payroll
system, I*CAMS (Agriculture’s Internet-based Combined Administrative Manage-
ment System). To date GAO has implemented the transaction processing system
that supports and integrates transaction processing, position management, and
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awards processing. There are a variety of benefits agencies may realize: Improved
data accuracy and timeliness; customized and real-time reports; elimination of paper
driven and standalone, automated ad hoc systems for tracking and supporting
transactions; reduced duplicate data entry; and human capital portal capability for
role-based and personalized access to human capital information.

HEALTHCARE BACKLOG

Question. Are there some areas in GAO where there is a backlog of work re-
quested by Congress and other areas where there is enough flexibility to permit you
to initiate work on your own? Explain to the Subcommittee the process you use to
prioritize and address congressionally requested work.

Answer. Yes. GAO has a backlog of congressionally-requested work, but it is not
uniformly spread across all of our teams. The backlog in a few areas like health care
and natural resources and the environment is particularly large. At any point in
time, the backlog may not reflect all of the work that our clients would like us to
do, as some of them prefer not to send requests when they know that we do not
have the resources to begin the work.

To ensure adherence to GAQO’s core values, effective management practices, and
efficient use of available resources, GAO generally initiates work according to the
following priorities: Congressional mandates; Senior congressional leader and com-
mittee leader requests for issues within a committee’s jurisdiction; and Individual
Member requests, with additional consideration given to requests from Members
who are on a committee of jurisdiction.

After receiving a mandate or a request, GAO will initiate a meeting with the com-
mittees of jurisdiction staff to gain a better understanding of the need for informa-
tion, the nature of the research questions and related timing issues.

Question. Do you routinely move resources from areas where backlogs are small
or non-existent to areas where they are significant?

Answer. Yes, we do move resources, but only to the extent that we believe it can
be done efficiently and without harming our long-term responsibility to serve the
entire Congress. We have also reassigned work from overbooked areas to others that
may be able to address the work more quickly. For example, six requesters asked
us to do a review of the Klamath River Basin Conservation Area Restoration Pro-
gram. One of our teams—Natural Resources and Environment—was unable to do
it because of their backlog, so we assigned the work to our Financial Management
and Assurance team. In another case, our Homeland Security and Justice team had
difficulty staffing a review of reprogramming of air marshal program funds, so it
was assigned to our Strategic Issues team.

We also work hard to foster matrix management in our work, wherein we have
staff from one team work with other teams without making a permanent reassign-
ment. This allows us to work more efficiently. Nonetheless, in some cases, a specific
expertise is needed that cannot be met through matrixing or by using staff from an-
other area. In those cases, we may need to wait for the staff with the proper exper-
tise to be available before we can start the work. We also work periodically with
some committees to have them help prioritize the backlog of work attributable to
their committees.

Question. The organization chart in your budget submission shows 13 teams that
perform the substance of GAO’s work. Would you please provide the Subcommittee
with a breakout by team of the number of congressionally mandated jobs in fiscal
year 2004 and fiscal year 2005, the average amount of time that elapsed from re-
ceipt of a Congressional mandate to when data gathering actually began on the job,
ang the number and age of requests currently on hand for each team?

nswer.
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Question. How much work do you initiate each year that is not requested by Con-
gress? How many FTE’s and how much money do you spend on that work?

Answer. In fiscal year 2004, about ninety percent of our audit resources were
spent on congressional requests and legislative mandates, and about 10 percent on
work performed under the CG’s legal authority. Importantly, a significant majority
of the CG initiated requests relate to areas of broad interest to the Congress. Under
our Congressional protocols, such items, especially when they are precipitated by a
significant event, can be done under the CG’s authority in order to facilitate broad
sharing of related information with the applicable congressional committees, e.g.,
election reform, Iraq contracting. Many requests under the CG’s authority represent
items of interest to Committees and/or Members, but they would prefer not to be
identified as the requester, e.g., defense related work.

We have further categorized the ten percent of our audit resources initiated under
the Comptroller General’s authority (CGA). They include

—Engagements initiated by GAO that provide an opportunity for us to do work
on a wide range of issues we believe have particular value but have not been
requested (5.5 percent).

—GAO’s High-Risk program, which focuses on selected federal programs that are
more vulnerable to waste, fraud, abuse, and mismanagement than other pro-
grams or have major challenges with their economy, efficiency, or effectiveness
(1.6 percent).

—Our budget justification reviews that are of considerable help to the Congress
in authorizing and appropriating funds for federal programs every year (1.6 per-
cent).

—Work that addresses the broad interests of the Congress on longer-range, cross-
cutting, and transformational issues; the topics may be heavily requested by nu-
merous Congressional clients, as was the case on some of our most recent work
on elections and Iraq (0.6 percent).

—Presentations and guidance given on GAQO’s key responsibilities such as the re-
cently revised Government Auditing Standards or accounting issues (0.5 per-
cent).

The amount of work done under the CGA also varies from team to team in GAO

as shown in the following table for fiscal year 2004:

Percent of Fiscal Year 2004 Audit
Resources Spent
Team
Requests and Engagements
Mandates Under the CGA
Goal 1—Address Current and Emerging Challenges to the Well-Being and Financial
Security of the American People
Education, Workforce, and Income Security 85 15
Financial Markets and Community Investment 93 7
Health Care 99 1
Homeland Security and Justice 99 1
Natural Resources and Environment 97 3
Physical Infrastructure 97 3
Goal 2—Respond to Changing Security Threats and the Challenges of Global
Interdependence
Acquisition and Sourcing Management 75 25
Defense Capabilities and Management 68 32
International Affairs and Trade 97 3
Goal 3—Help Transform the Federal Government’s Role and How it Does Business to
Meet 21st Century Challenges
Applied Research and Methods 74 26
Financial Management and Assurance 98
Information Technology 99 1
Strategic Issues 90 10

Question. Do you believe that there is a need to maintain a certain level of work
that is not requested by Congress?

Answer. Absolutely. This allows the GAO to address significant current or emerg-
ing issues having broad-based Congressional interest that may have a significant ef-
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fect on the nation’s future. Indeed, a very significant portion of our financial! and
other non-quantifiable benefits are attributable to work initiated by us and eventu-
ally used by the Congress. In fact, every engagement initiated by us under our CGA
relates to our strategic plan and is expected to be of significant value to the Con-
gress and the American people.

Examples of this work include work assessing: major DOD weapon programs,
funding for the global war on terrorism, offshoring of American jobs, reporting of
uncollectible debt to IRS, SBA’s disposition of disaster assistance applications, the
Centers for Disease Control and Prevention, factors influencing gasoline prices, and
issues associated with the future of intercity passenger rail transportation.

Question. How do you decide what that work should cover?

Answer. The GAO has a comprehensive strategic planning effort that lays the
foundation for all of the work we do. This effort, which draws heavily upon our
staff’s knowledge of federal programs and issues, is also heavily dependent on the
views of Congress and others in the government and elsewhere who are interested
in the work of the GAO. We would be pleased to provide additional copies of this
plan if needed. Our Web site (www.gao.gov) also features this plan.

Our most senior executives, including the Comptroller General and Chief Oper-
ating Officer, must approve engagements initiated by the GAO. Our senior execu-
tives meet every week to discuss new engagements, routinely consider each job and
the likelihood that it will be of significant use to our Congressional clients and
produce results such as financial benefits to the American people and improvements
in the management of the nation’s government.

Question. You have been using a pay for performance system for some years now.
Have you done any analysis to determine whether your system costs more than
what the rest of the Government is doing? Also, please describe your efforts to es-
tablish a market-based compensation system. Do you have benchmark data avail-
able on GAO salaries?

Answer. No, GAO has not analyzed the cost of the agency’s pay for performance
system in relation to other federal government agencies. There are a variety of pay
for performance systems operating throughout the federal government, so there is
no single model which can be used for cost comparison. Importantly, in our view,
given the operational flexibility provided to GAO in 2004, it would be more appro-
priate to consider conducting any such analyses after our pending changes have
been in effect for several years.

In July 2004, Watson Wyatt Worldwide, a leading compensation consulting firm,
assisted us in establishing pay ranges that are competitive with comparable organi-
zations including selected government, not-for-profit, and professional services enti-
ties in the labor markets where GAO staff are located. Watson Wyatt worked closely
with GAO executives and representatives of our Employees’ Advisory Council to as-
sure that the GAO positions were appropriately matched to positions in the numer-
ous published compensation surveys from which compensation data were extracted.
Watson Wyatt presented their recommendations for compensation ranges to GAO’s
Executive Committee in November 2004. After consideration of the unique aspects
of the roles and responsibilities of some GAO positions in relation to the applicable
markets, as well as the need to assure internal equity among positions doing similar
work, the Executive Committee made some minor adjustments to the compensation
ranges recommended by Watson Wyatt. The proposed compensation ranges were
presented to all GAO employees in a Comptroller General Chat in December 2004.
These proposed ranges were used for certain purposes in making individualized per-
formance-based compensation decisions for fiscal year 2004 performance, but our
new overall compensation ranges will not be formally adopted and fully imple-
mented until January 2006. Initially, we focused on establishing competitive pay
rates for the analysts, specialists, and attorneys, who make up about 77 percent of
our workforce, but we will also establish competitive pay rates for our administra-
tive and professional support staff by the end of 2005.

The establishment of competitive pay ranges, along with the development of a
new methodology for making individualized performance-based compensation deci-
sions, was undertaken as part of a comprehensive classification and compensation
review that is guided by seven principles:

—Enable GAO to attract, retain, motivate, and reward top talent.

—Result in equal pay for work of equal value over time.

—t];e reflective of the roles and responsibilities that we expect GAO staff to per-

orm.

1In fiscal year 2004, $16.4 billion of the $44 billion in GAO’s financial benefits (37 percent)
flowed directly from our work performed under GAO’s CGA.
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—Be reasonable, competitive, performance-oriented, and based on skills, knowl-

edge, and role.

—Be affordable and sustainable based on current and expected resource levels.

—Be in conformity with applicable statutory limits.

—Try to assure a reasonable consistency in ratings and related compensation re-

sults within and between teams.

Watson Wyatt was able to benchmark 34 of the 36 positions for which GAO re-
quested assistance in developing competitive pay rates. We were very pleased with
this result, which greatly exceeded the 40-60 percent of positions that Watson
Wyatt indicated would normally be benchmarked to the market and gave us in-
creased confidence in the reliability of the market matches. GAO’s proposed com-
pensation ranges set the “competitive rate” at the 50th percentile relative to our
comparable organizations. The most robust data was found for positions in the
Washington, DC market. GAO’s 12 field locations are grouped into five zones. The
salaries for each zone are adjusted using a geographic differential that contemplates
the cost of labor for that geographic location against the market data collected for
positions in Washington, DC.

One of the significant findings of the compensation study was that the cap for our
Band I analysts and specialists should be lowered from $81,986 to $74,000. When
GAO validated its new competency-based performance management system, we
found that there were two different roles for analysts and specialists at the Band
IT or “Senior” level—that of an “individual contributor” and that of an “engagement
leadership.” In doing the compensation study, we asked Watson Wyatt to see if the
market made a distinction in how the two roles are compensated. They found the
market did distinguish between the two roles. In fact, the distinction led them to
recommend that we increase our current pay range for Band IIs from $114,987 to
$125,000, but only for individuals who are in a leadership role. For individual con-
tributors, the market data indicated that the current pay range should be lowered
from $114,987 to $99,000. Over the next few months, as we prepare for the full im-
plementation of these market-based compensation ranges, we will be developing the
final pay ranges, as well as the criteria and a process we will use to make pay range
placement decisions for our current Band II staff. We recognize the importance of
assuring that both the criteria and the process are objective, transparent and non-
discriminatory. We will also assure that staff have an opportunity to appeal their
placement.

At the Band III level, the current statutory cap of $135,136 limits our ability to
fully implement the compensation ranges the market indicates would be competi-
tive, especially for attorneys and PhD economists, and to a lesser extent, for ana-
lysts and specialists with management or senior leadership responsibilities. For ex-
ample, the true competitive rate for attorneys is $143,000, which would put the pay
range maximum at 5178,750. That is 32 percent higher than the current cap. Even
attorneys at the current cap will be below the market rate by about 5.4 percent.

Question. Will changes in your compensation system improve your ability to re-
tain staff?

Answer. Yes, we expect that it will and believe that it will not have an adverse
effect. As I mentioned earlier, one of the principle objectives in undertaking the de-
velopment of our market-based compensation system was to enhance GAQO’s ability
to attract, retain, motivate, and reward top talent within current and expected re-
source levels. Individuals generally cite the nature of the work, the opportunity to
make a difference, and the reputation of the agency as primary reasons they choose
to work for GAO. While it is true that for individuals who choose public service, sal-
ary is not the primary motivator, it is nonetheless an important factor. Except as
I discussed above with respect to the limitations the current statutory cap places
on our ability to adopt market-based pay ranges reflective of the true competitive
rate for Band IIIs, I am confident that we will be competitive with entities that we
regularly compete with for talent. I believe that our competitive position will over
time be enhanced by our approach to individualized performance-based compensa-
tion that assures that top performing staff are identified and well rewarded. I also
believe that it is important in adopting a market-based compensation philosophy
that we have reasonable flexibility to implement the competitive pay ranges that are
applicable to our workforce. As a result, I am planning to request legislative author-
ity to exceed the GS-15/10 statutory cap when the market-based data indicates a
higher cap is reasonable and appropriate given the relevant facts and cir-
cumstances. This will help us to more effectively compete with the SEC, banks, reg-
ulatory agencies, and other federal entities.

Question. How will planned changes impact your average annual salary?

Answer. I have made a commitment to our staff that no GAO employee’s current
salary, including accumulated locality pay, will be reduced irrespective of their cur-
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rent position, pay, performance, or location. I also have made a commitment that
they will receive annual adjustments that will at least maintain their purchasing
power, if they are performing at the “Meets Expectation” level or above on all of
the competencies relevant to their band level and if their current salary is not in
excess of their applicable pay range limit. While annually we will review and adjust,
as appropriate, our pay ranges to reflect changes in labor market rates, the salaries
for individuals being paid in excess of their pay range limit will be frozen. That
means that they will not receive an annual salary adjustment until their salary falls
within the expected pay range. However, they will still have an opportunity to earn
an annual performance bonus if their rating places them in the top 20 percent of
their band level within their team. This “floor guarantee” will be paid as a cash
bonus. In addition, they will still be eligible for various other incentive awards, e.g.
spot awards.

Over time, an employee’s average annual salary will be based more on the com-
petitive rate for their position and band level, with only top performing staff receiv-
ing salaries that are above a certain point in the pay range (e.g., the 75th per-
centile) that is referred to as a “speed bump”. This is a key aspect of a performance-
oriented and market-based compensation philosophy and 1s markedly different from
the pay philosophy under which GAO and most federal agencies have been oper-
ating. When GAO went to pay banding in 1989, we adopted pay ranges that fol-
lowed the GS schedule, and we assumed that staff were correctly classified. In retro-
spect, that may not have been the case. However, the underlying pay philosophy
was that everyone had the right to advance to the pay cap in the absence of per-
formance issues—it was not a matter of “if”, but only “when”. As we transition to
a performance-oriented and market-based compensation philosophy where pay
ranges are set to be competitive with entities that compete with GAO for talent, ev-
eryone has the opportunity to advance to the pay cap—but individuals must have
performance in excess of a certain level to advance beyond “speed bumps”. That will
limit the number of staff who will advance to the pay cap. It will also help to assure
that the only individuals who are paid in excess of the minimum pay rate for the
next higher level of responsibility are strong performers.

Within a few years after implementing the market-based compensation ranges, I
expect that the combined effect of managing salaries around the competitive rate
and implementing a performance “speed bump” will result in a lower average an-
nual salary (in today’s dollars) as compared to what would otherwise occur under
our current system. However, that won’t necessarily translate to a lower average
total cash compensation because of the impact of our new individualized perform-
ance-based compensation system, which allocates pay earned on the basis of per-
formance between a salary increase and a one-time cash bonus payment. Individuals
whose current salaries are below the competitive rate receive more of their perform-
ance pay as a salary increase, while individuals whose current salaries are above
the competitive rate receive more of their performance pay as a one-time cash
bonus. For 2005 pay adjustments, all Washington, DC-based employees received
across-the-board and locality increases of 3.71 percent. In addition, analysts, special-
ists, attorneys, and economists received an average performance-based compensa-
tion increase of 1.65 percent, allocated between salary increase and cash bonus.

With the flexibilities provided by the GAO Human Capital Reform Act of 2004,
more of individuals’ annual pay adjustments in future years will be determined by
their performance. The allocation process is a key element in managing salaries
around the competitive rate, but it is also justifiably a source of concern for GAO
staff because the portion received as cash is not a component of the calculation of
an individual’s “high-3” for retirement or of the salary base upon which Thrift Sav-
ings Plan (TSP) contributions are computed. Therefore, in order to address these
concerns, I am planning to request legislation that would permit calculation of
“high-3” and TSP contributions on an individual’s total cash compensation, rather
than on base salary plus accumulated locality pay as required by current law. I be-
lieve such authority could significantly facilitate more widespread use of more mar-
ket-based and performance-oriented compensation systems that allocate annual per-
formance pay between salary increases and bonus payments.

Question. Please elaborate on the cost savings options that you are considering
as part of your revised human capital framework.

Answer. By implementing a more market-based and performance-oriented com-
pensation system, GAO is continuing to work towards our strategic goal of maxi-
mizing the agency’s value under current and expected resource levels. Our com-
pensation initiatives have involved the assessment of positions to ensure appro-
priate classification of various career streams and levels of responsibility along with
a market-based determination of the appropriate salary range for positions. Each
year as part of the annual performance-based compensation process, GAO provides
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employees with pay adjustments that reward performance, are reflective of the mar-
ket value of positions, consider changes in purchasing power, and are financially
sustainable. For increases effective October 1, 2005, GAO will develop and apply its
own methodology for annual cost-of-living and locality pay adjustments. For exam-
ple, pay ranges in Washington, DC, and in other cities in which GAO employees re-
side, will be based on the results of an independent, market-based compensation
study conducted for GAO.

While cost savings are not the impetus for our market-based, performance-ori-
ented compensation system and other human capital initiatives, the Congress will
likely place increasing emphasis on fiscal restraint given large budget deficits and
the nation’s long-range fiscal imbalance. GAO is planning for the possibility of sig-
nificant and recurring constraints on the available agency resources. Since 80 per-
cent of our budget is composed of people-related costs, any serious budget situation
will have an impact on our human capital policies and practices. Using our recent
human capital flexibility as a framework, GAO would consider such options as con-
ducting early out offers, reviewing our policies and approaches to total compensa-
tion, delaying or reducing investments in discretionary programs that support the
workforce, rethinking our current approach to hiring, and considering workforce re-
structuring actions on the basis of organizational need and budgetary consider-
ations.

Question. Can you tell us what the average cost per FTE is for your Band II and
Band IIT employees and how that compares to the average cost per FTE for GS—
13 through GS-15 employees in agencies like OMB and OPM? How does the per-
centage of Band II and Band III employees in GAO compare to the percentage of
GS-13 through GS-15 in OMB and OPM?

Answer. The average salary for GAO Band II and Band III employees at Sep-
tember 30, 2003, the most recent year when comparable data is available, was
$98,426. The average salary for GS—13 to GS-15 staff was $98,333 for OMB and
$112,174 for the SEC. We do not consider OPM comparable to GAO since over 72
percent of OPM staff perform clerical, administrative and compliance related work
which is typically compensated at lower salary levels than staff performing work of
an analytical nature. We believe that work performed by the SEC is more com-
parable to that performed by GAO. The average salary for GS-13 through GS-15
employees at OPM at September 30, 2003, was %89,099.

As of September 30, 2003, Band II and III employees accounted for 51 percent
of GAO’s staff. OMB and SEC GS-13 through GS-15 employees accounted for 54
percent and 55 percent, respectively. At the OPM, the percentage of GS-13 through
GS-15 employees was 25 percent.

Question. Does your pay for performance and broad banding system cover all GAO
employees?

Answer. No. We have 5 Wage System employees who will not be converted to a
broad banded pay for performance system and 20 criminal investigators who we are
in the process of converting to a broad-banded system. All GAO employees who are
covered by a pay-banding system will be eligible for pay for performance.

Question. Do you believe there is a need to further refine your system to make
it more effective? If so, what changes do you plan to make and how much will they
cost? Do you expect these refinements, once implemented, to reduce overall com-
pensation costs? If compensation costs are reduced, can the savings help you to re-
store your FTE levels?

Answer. Yes. After the completion of each performance appraisal cycle and per-
formance based compensation process, GAO conducts an evaluation by reviewing
data and by soliciting feedback from managers and employees. As part of our contin-
uous improvement process, we have made modifications to the performance ap-
praisal and pay process every year based on this evaluation. We are currently ana-
lyzing the results of our evaluation of the fiscal year 2004 process to determine
what, if any, modifications will be recommended for next year. Continuous improve-
ment costs are minimal, as the majority of changes require minor adjustments to
the existing system. We do anticipate a review of the analyst band structure and
the competencies associated with the band levels in connection with the implemen-
tation of market-based compensation ranges. We anticipate the cost of this effort to
be minimal because the compensation work has already been completed and the ma-
jority of the work on the competencies was completed when GAO initially undertook
revising its performance appraisal system.

While cost savings are not the impetus for our competency-based performance
management and compensation systems, by implementing a more market-based and
performance-oriented compensation system, GAO is continuing to work towards our
strategic goal of maximizing the agency’s value while managing its costs. Our com-
pensation initiatives have involved the assessment of positions to ensure appro-
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priate classification of various career streams and levels of responsibility, along with
a market-based determination of the appropriate salary range for positions. Each
year as part of the annual performance-based compensation process, GAO will pro-
vide employees with pay adjustments that reward performance, are reflective of the
market value of positions, consider changes in purchasing power, and are financially
sustainable. For increases effective on or after October 1, 2005, GAO will develop
and apply its own methodology for annual cost-of-living and locality pay adjust-
ments. For example, pay ranges in Washington, DC, and in other cities in which
GAO employees reside, will be based on the results of an independent market-based
compensation study conducted for GAO.

Within a few years after implementing the market-based compensation ranges, I
expect that the combined effect of managing salaries around the competitive rate
and implementing a performance “speed bump” will result in a lower average an-
nual salary (in today’s dollars) as compared to what otherwise would occur under
the current system. However, that won’t necessarily translate to lower average total
cash compensation because of the impact of our new individualized performance-
based compensation system, which allocates pay earned on the basis of performance
between a salary increase and a one-time cash bonus payment. Individuals whose
current salaries are below the competitive rate, set at the 50th percentile of the
compensation ranges compared to comparable organizations, will receive more of
their performance pay as a salary increase, while individuals whose current salaries
are above the competitive rate will receive more of their performance pay as a one-
time cash bonus. For 2005 pay adjustments, all Washington, DC-based employees
received an across-the-board and locality increase of 3.71 percent. In addition, ana-
lysts, specialists, attorneys, and economists received an average performance-based
compensation increase of 1.65 percent, allocated between salary increase and cash
bonus. Finally, benefits costs also need to be considered when determining total
compensation and average compensation amounts.

Question. Could you also explain the process you use to determine who gets mone-
tary awards, how many GAO employees received them last year and what the
amount of the award was for each?

Answer. GAO employees receiving performance-based compensation are eligible
for an increase to base pay, a bonus or a combination of the two. A summary of
the performance-based compensation is as follows:

Each year, the Comptroller General determines the budgetary parameters for per-
formance-based compensation, the methodology by which amounts will be calculated
and awarded to employees and the effective date on which it will be paid. The meth-
odology used to award performance based compensation for fiscal year 2004 consid-
ered an employee’s appraisal, current salary and the applicable competitive com-
pensation range. Employees’ appraisal averages were converted to statistically
standardized rating scores in order to minimize the impact of any variability in rat-
ers’ applications of the standards. Performance based compensation amounts were
calculated as a percentage of the midpoint of the employee’s band. The distribution
of the compensation amount between a permanent salary increase and a lump sum
was based on the employee’s salary with employees at the lower portion of the sal-
ary range receiving their awards primarily as base increases and those employees
at or near the top of the pay range receiving their awards as lump sum payments.
Performance based compensation is prorated for those employees who have less
than a full year of service during the performance cycle.

In addition to performance-based compensation, GAO employees are eligible for
incentive awards. Agency regulations describe the categories of incentive awards,
the forms the award may take, e.g., plaque, money, time off, etc., and the rec-
ommendation and approval process associated with each category of award.

GAO-wide honor awards, GAO’s highest awards, recognize individuals and teams
for their noteworthy achievements and extra effort through the performance-based
compensation system and provide incentives for employees to strive for greater
achievements. These awards consist of plaques and may include monetary recogni-
tion for individual recipients (not teams) based on annual guidance. Each year, a
request for nominations is issued agency-wide and a screening committee reviews
the resulting nominations. The screening committee, which is selected by the Execu-
tive Committee, comprised of the agency’s top management team, makes rec-
ommendations to the Executive Committee. Two SES level employees lead the com-
mittee which is comprised of nine other members representing mission teams, mis-
sion support and field operations. GAO provides the following agency-wide honor
awards: Comptroller General’s Award, Distinguished Service Award, Meritorious
Service Award, Equal Employment Opportunity Award, Customer Service Award,
Client Service Award, Community Service Award, Integrity Award, Grand Finale
Award, Big Picture Award and Human Capital Management Award.
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GAO also provides Results through Teamwork Awards, which recognize the ac-
complishment of teams working collaboratively across organizational lines beyond
what is normally expected and recognized through the performance based compensa-
tion system. Awards may be provided in the form of a monetary, time off, or a cer-
tificate award. Managing Directors submit team nominations for the Executive
Committee’s review and approval.

Employees are also eligible for unit awards, which are designed to reward deserv-
ing individuals or teams for extra effort above and beyond what is normally ex-
pected and recognized through the performance-based compensation system. Re-
wards may include cash, paid time off, and written expressions of appreciation, or
combinations thereof. Unit awards must be approved by the SES-level unit head
and each unit is responsible for developing a process to make award decisions that
ensures that all staff are fairly considered, and that awards are based on perform-
ance, contributions, and extra effort above and beyond what is normally expected
and recognized through the performance-based compensation system.

In fiscal year 2004, cash incentive awards were provided as follows:

—Number of Awards: 2,293

—Average Amount: $471

—Median Amount: $300

—Total Cost: $1,080,000.

Question. The GAO Human Capital Reform Act of 2004 provided you with a num-
ber of flexibilities in the human capital arena, including the ability for the GAO to
decouple itself from annual executive branch pay adjustments. Please provide the
Subcommittee an update on each of the provisions of the Act, including expected im-
plementation timeframes and outstanding issues.

Answer. Public Law 108-271 contained various human capital flexibilities. As re-
quired by section 10 of the act and consistent with GAQO’s long standing practice,
the human capital flexibilities authorized by sections 2, 3, 4, 6, 7 and 9 are being
implemented in continuing consultation with GAO’s employees and executives. The
status of each of these flexibilities is as follows:

—Section 2 amended Public Law 106-303, the GAO Personnel Flexibilities Act of
2000, to permit the Comptroller General to offer voluntary early retirement and
voluntary separation incentive payments on a permanent basis. GAO’s regula-
tions for offering voluntary early retirement were issued on November 15, 2004.
Since fiscal year 2002, GAO has held several early retirement opportunities. To
give the fullest consideration to all interested employees, any employee may
apply for consideration when an early retirement opportunity is announced,
even if he or she does not meet the stated criteria. The Comptroller General
may also authorize early retirements for applicants on the basis of the institu-
tional needs of GAO subject to certain statutory limits. The following table sum-
marizes data on the voluntary early retirement program.

SUMMARY DATA ON VOLUNTARY EARLY RETIREMENTS

Fiscal Fiscal Fiscal Fiscal
Applications/Status of applications year year year year Total
2002 2003 2004 2005

Applicants separated by voluntary early retirement 54 28 21 9 112

The amendment in section 2 also removed the December 31, 2003 sunset date
on the CGA to offer voluntary separation incentive payments. The voluntary
separation incentive provision, which is now permanent, has not yet been imple-
mented by regulation. The costs associated with voluntary separation incentives
can be considerable. GAO anticipates little, if any, use of this authority because
of the associated costs. For this reason, as well as to avoid creating unrealistic
employee expectations, GAO has not developed and issued agency regulations
to implement this section of the act.

—Section 3 of the act amended 31 U.S.C. 732(c), which required GAO employees’
pay to be adjusted at the same time and to the same extent as the General
Schedule and instead authorizes the Comptroller General to determine the
amount of annual pay adjustments subject to the factors enumerated in section
3. Additionally, section 3 establishes a requirement that an employee must be
performing at a satisfactory level in order to receive an annual pay adjustment.

The CGA under section 3 is effective for increases on or after October 1, 2005.
We are formulating strategies for determining the appropriate methodology for
establishing alternatives to the annual adjustment and anticipate the issuance
of regulations prior to January 2006—the first opportunity for the Comptroller
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General to exercise this authority. GAO Order 2500.1, Pay Administration in
the GAO Regulations, was issued January 4, 2005 and implemented the satis-
factory performance requirement for GAQO’s analysts and related specialist and
attorneys. These groups of employees have been covered by validated com-
petency-based appraisal systems for at least one full appraisal cycle. The regu-
lations provided for withholding annual increases from any employee whose per-
formance on any competency was rated as below expectations. Our regulations
will be revised to make this requirement applicable to the analysts and related
specialists and attorneys prior to the January 2006 annual adjustment. The ad-
ministrative, professional and support (APSS) staff were recently converted to
a pay for performance system. We are continuing to implement components of
the APSS system and have not yet determined the methodology for establishing
annual adjustments.

—Section 4 authorizes the Comptroller General to establish pay retention regula-
tions applicable to employees who are placed in lower grades or bands as a re-
sult of workforce restructuring, reclassification or other appropriate cir-
cumstances. Draft regulations are currently under review. It is our intention to
complete the review and consultation process and implement this section prior
to January 2006.

—Section 6 authorizes GAO to provide increased annual leave to key employees.
After consultation, GAO Order 2630.1, Leave Policies and Procedures, was
issued for employee comment on December 29, 2004. These regulations contain
a provision permitting designated key employees with less than 3 years of fed-
eral service to earn 6 hours of annual leave. The 45-day comment period closed
on February 14, 2005 and employees’ comments are being analyzed and will be
considered by GAO’s Executive Committee before finalizing the regulations. We
anticipate finalization of the regulations and implementation of this provision
on or before June 1, 2005. In addition, in January 2005, we updated GAO Order
2317.1, GAQO’s Senior Executive Service and Senior Level Positions, to allow
senior executives and senior level staff to accrue annual leave at the rate of 1
day for each full biweekly pay period without regard to the length of their serv-
ice with the federal government.

—Section 7 authorized GAO to establish an Executive Exchange Program. Draft
regulations implementing the Executive Exchange Program were provided to
employees for comment on January 31, 2005. The comment period closed on
March 4, 2005 and review and analysis of the comments is in process. We an-
ticipate issuing final regulations on or before June 1, 2005, and are concurrently
working on the operational implementation of the program.

—Section 9 amended 31 U.S.C. 732(d) and incorporated additional requirements
for GAO’s competency-based performance management system. GAO’s com-
petency-based performance management system, including its competency-based
appraisal systems, addresses all of these factors. However, we conduct an an-
nual review and assessment of our performance appraisal policies and processes
as part of ongoing continuous improvement of the system.

SUBCOMMITTEE RECESS

Senator ALLARD. The subcommittee stands in recess until
Wednesday, April 27, when we will take testimony from the Senate
Sergeant at Arms and the Capitol Police Board. Thank you very
much.

[Whereupon, at 11:33 a.m., Tuesday, April 19, the subcommittee
was recessed, to reconvene at 11 a.m., Wednesday, April 27.]
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